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SNC-LAVALIN 


Delivering solutions Creating value 


1999 ANNUAL REPORT 


SNC-Lavalin Group is one of the leading engineering and construction 


companies in the world, and a key player in the ownership and manage- 


ment of infrastructure. 


The group and its companies deliver project solutions to the chemicals 
and petroleum, mining and metallurgy, power, infrastructure including 
mass transit, and defence sectors, and to emerging high growth sectors 


such as telecommunications, pharmaceuticals, agrifood and facility 


management. 


SNC-Lavalin has offices throughout Canada and in some 30 other coun- 


tries. It is currently working on projects in approximately 100 countries. 
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@)) SNC-LAVALIN 


The company is listed on the 
Toronto Stock Exchange. 
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1-18 Business Building 
Edmonton, Alberta T6G 2R4 


SNC-Lavalin made significant strides in 1999 by further strengthening our 
position as one of the world’s leading engineering and construction firms, 
delivering solutions and creating value for our shareholders, for our Clients, 
and for the communities in which we live and work. 


The engineering and construction industry has faced a challenging few 
years. We are justifiably proud that during this period, SNC-Lavalin achieved 
strong financial results and started 2000 with a healthy $2.8 billion backlog. 
Net income, excluding our participation in the Highway 407 concession, 
increased for the eighth consecutive year. 


As we look ahead to 2000 and 2001, we see solid indications of economic 
recovery in parts of Asia. Commodity prices for resources have improved, 
and continued growth is forecast in power, infrastructure, telecommunica- 
tions, pharmaceuticals, agrifood and outsourced facility management 
services. We are well-positioned to seize the opportunities offered by the 
global marketplace. 


Jacques Lamarre Guy Saint-Pierre 
President and Chief Executive Officer Chairman of the Board 
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Return on average Dividends per share 
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Including the effect of 


the Highway 407 concession 


H PGi Bl Grieies 


Years ended December 31 


(in thousands, except per-share amounts) s 1999 is 
Summary of results aS _ 
REVENUES) a 2 ee == oe = Ke 
Services 242 =e a. $ 531,042  $ 537,887 
__ Packages —— : «438,830 687,823 
Diversified 300,961 281,829 
$ 1,270,833 $. 1/507;7539 
- Earnings before interest, taxes, depreciation 
andamortization (EBITDA) 7 Bes 
__ Excluding Highway 407 : S$ 101,235 aa 
From Highway 407 18,674 = 
$ 125,909 $ 109,855 
Netincome (lossy) | a a 
__ Excluding Highway 407 seo ooo SETAE $45,591 
From Highway 407 (13,222) = 
$ 36,304 $ 45,591 
Basic earnings pershare Table 
__ Excluding Highway 407 : 24 4S 1.06 $ 0.98 
From Highway 407 (0.28) - 
$ 0.78 $ 0.98 
Return on weighted average shareholders’ equity) = 
Excluding Highway 407 Z 14.2% 14.3% 
From Highway 407 (3.8)% = 
d 10.4% 14.3% 
Weighted average number of outstanding shares 46,628 46,560 
Financial position at December 31 
Shareholders’ equity $ 357,913 $ 317,823 
Debt-to-equity ratio 
Excluding Highway 407 10:90 12:88 
Actual number of outstanding shares at year-end 46,884 44,871 
Backlog at December 31 
Sevens $ 314,800 $ 329,200 
Diversified 1,529,600 956,800 
$ 2,759,300 $ 1941600 ae 
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SNC-Lavalin made significant strides in 1999 by further strengthening our 
position as one of the world’s leading engineering and construction firms, 
delivering solutions and creating value for our shareholders, for our clients, 
and for the communities in which we live and work. 


The engineering and construction industry has faced a challenging few 
years. We are justifiably proud that during this period, SNC-Lavalin achieved 
strong financial results and started 2000 with a healthy $2.8 billion backlog. 
Net income, excluding our participation in the Highway 407 concession, 
increased for the eighth consecutive year. 


As we look ahead to 2000 and 2001, we see solid indications of economic 
recovery in parts of Asia. Commodity prices for resources have improved, 
and continued growth is forecast in power, infrastructure, telecommunica- 
tions, pharmaceuticals, agrifood and outsourced facility management 
services. We are well-positioned to seize the opportunities offered by the 
global marketplace. 


Jacques Lamarre Guy Saint-Pierre 
President and Chief Executive Officer Chairman of the Board 


In recent years, we have witnessed the emergence of a new wave in infrastructure concessions 
and build-own-operate projects. Around the world, the engineering and construction industry 
has been among the leaders in developing such opportunities. In Canada, SNC-Lavalin is 
leading the way. 

In May, the company was part of a landmark deal to finance and operate Highway 407 in 
the Greater Toronto area on a 99-year lease, and to design and build east and west extensions. 
SNC-Lavalin’s involvement in the largest privatization in Canadian history demonstrates the 


company’s know-how and credibility in this rapidly growing business sector. 


Delivering Solutions, Creating Value 
Our strategic initiatives, our focus on solid opportunities, and our expertise in delivering quality 
solutions create value and long-term gains for our clients and for our shareholders. 

We deliver projects on schedule and on budget. Reliability has earned us the confidence of 
clients, which is evident in our volume of repeat business. We provide clients with access to 
our financial expertise, enabling projects to be realized. And we maintain high standards for 
occupational health and safety, quality and environmental protection. 

Diversification by region and industry sector provides us with a natural hedge against 


specific market uncertainties. 


Our Strategies for Growth 
SNC-Lavalin has a commitment to growth — through internal development, strategic acquisitions 


and alliances, and by nurturing solid relationships with our clients. 


We will continue to 

leverage our recognized expertise in our core business sectors of chemicals and petroleum, 
mining and metallurgy, power and infrastructure. 

develop and enhance our competitive position in high growth sectors such as telecommunications, 
pharmaceuticals, agrifood and facility management. 

apply our expertise in project financing to reinforce our leadership in developing markets. 
selectively participate in infrastructure concessions and build-own-operate facilities with solid 


fundamentals and potential. 


Strategic Acquisitions 
In 1999 and early 2000, we acquired three companies, all in our emerging high growth sectors: 
Telecommunications — 25-per-cent equity position in Expertech, a Bell Canada subsidiary, 
specializing in wireline fibre optic and copper network installations 
Pharmaceuticals — FEL Consultants, providing regulatory validation and engineering services 
Facility management — Nexacor, a realty management company, through our joint venture 
ProFac. 

We also acquired the balance of shares for total ownership of Simon-Carves Fenco, 
now Fenco Engineers and Constructors, a world leader in the turnkey delivery of sulphuric 


acid plants. 


Highway 407 

In May 1999, a consortium including SNC-Lavalin, Spanish company Cintra and Capital 
d’Amérique CDPQ, invested in Highway 407 in a 99-year concession lease from the Government 
of Ontario which was acquired for $3.1 billion. 

Highway 407 is the world’s first all-electronic, open-access highway. When construction on 
the extensions is completed, the highway will be 108 km in length and will span the Greater 
Toronto area, Canada’s largest and fastest-growing urban centre. The 69-km central portion of 
the highway has been in operation since June 1997. 

A construction joint venture formed by SNC-Lavalin and Ferrovial Agroman, a subsidiary 
of Cintra’s parent company, is building the extensions under a lump-sum turnkey contract. The 
concession company is also implementing a significant upgrade to the tolling and billing sys- 
tem to provide the added capacity required for the two extensions and to improve the quality 
of customer service. 

To finance the acquisition, the consortium established a senior bond financing program. 
The first issue in July 1999, for a face value of $1.1 billion, was the largest ever Canadian-dollar 
corporate bond issue in Canada. In 1999, a total of $2.15 billion in bonds was issued, with 
A ratings from Standard and Poors, CBRS and DBRS. In March 2000, a major milestone was 
reached when the refinancing of the senior bridge loan was completed with the issue of the 
latest series of senior bonds. 

Usage of the highway has been growing steadily, with approximately one million more trips 
billed than originally forecast. 

The investment in Highway 407 is performing better than anticipated, achieving 
$112 million in revenues from the toll road for the eight months since acqusition in 1999, 
surpassing the original $102 million revenue forecast for that period, as well as contributing 
positive cash flow. As expected it will show an accounting loss in the initial years of the 


concession. 


Information Technology 

In a knowledge-based economy, the competitive differentiator for SNC-Lavalin is our extensive 
use of information technology to maximize the generation and sharing of knowledge in order to 
improve productivity and performance. The architecture and infrastructure of our network allow 
us to efficiently and securely communicate with our clients, our suppliers and our employees 
worldwide. These systems play an important role in project management, project accounting, 
financial monitoring and reporting, engineering and design, procurement, and human 
resources management. 

Our fully integrated project management system, PM+, has been widely used since the mid- 
1980s to monitor and control projects of every type, size and complexity. In 1999, we completed 
a multi-year program to modernize and upgrade several modules of the system. 

Our global procurement activities are now linked through a comprehensive network, con- 
necting our professional procurement staff, alliance partners and suppliers worldwide. A vendor 
registration and communication website has been activated on the Internet, with e-commerce 
applications to follow soon. This will help us to achieve significant cost savings, improved 


sourcing and efficient supply chain management. 
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REPORT ON ORE RAiIONS 


SNC-Lavalin delivers total solutions for capital projects in chemicals 


and petroleum, mining and metallurgy, power, infrastructure and defence. 


It is continuously enhancing its presence in these core sectors through 
internal development, strategic alliances and acquisitions. It is also 
building a position in emerging high growth sectors such as telecom- 
munications, pharmaceuticals, agrifood and facility management. 


Market conditions 


Investment in the chemicals and 
petroleum industry began to 
rebound toward the end of 1999 
due to improved energy prices 
and the need to meet stricter 
environmental standards. Many 
projects which had previously 
been put on hold are now going 
ahead, and strong market growth 
is foreseen in Canada, the Middle 
East, the Caspian region, parts 

of North Africa and South America 
for projects in oil sands, heavy 
oil, offshore and onshore produc- 
tion, upgraders and pipelines. 


CHEMICALS: AN DIPEELROLEUM 


SNC-Lavalin carries out projects in the chemi- 
cals and petroleum sector from its offices in 
Canada, Belgium and Saudi Arabia. It has 
established a leadership position in oil sands, 
oil and gas gathering and treatment facilities, 
sulphur removal and handling, pipelines, and 
in a variety of refining, petrochemical and 
chemical plants. 

Significant new awards in 1999 included 
an upstream main station and cluster of wells 
for the Sincor heavy oil development in 
Venezuela, the bitumen production portion 
of Suncor’s Millennium Project and a major 
expansion of the Syncrude upgrader in 
Alberta. 

The Rhourde Nouss gas complex in 
Algeria entered the final phase of construc- 
tion, reaching a milestone in early 2000 when 
it was connected to the main pipeline net- 
work. Successful delivery of this major project 
positions the company for other projects in 
the region. Also, the modernization of the 
LUKoil refinery in Volgograd, Russia, was 
completed, while work continued on its new 


hydrocracker. 


LUKOil refinery, Volgograd, Russia 


In the chemical industry, a number of 
projects were underway or completed in 1999, 
including phosphoric acid plants in Belgium, 
Morocco and Turkey, and an amino acid plant 
in France. A major new contract was obtained 
at year-end to expand a fertilizer complex in 
Richards Bay, South Africa. 

The alliance with Kvaerner Oil and Gas 
for offshore projects in eastern Canada won 
an important contract from Husky Oil to 
determine potential production methods 
and facilities for its White Rose field. 

An increasing amount of business in this 
sector is being carried out in partnership with 
clients. Among them are current significant 
alliances with Dow Chemicals for their facili- 
ties across Canada, and with Imperial Oil 
for their central Canada supply system and 


refinery projects. 


Highlights 


» Market rebounds 

= Rhourde Nouss gas complex nears 
completion 

* Major new awards - Sincor heavy oil 
in Venezuela, Suncor oil sands bitumen, 
Syncrude upgrader and fertilizer complex 
in South Africa 

« Alliances with clients gaining importance 


Market conditions 


The mining and metallurgical pro- 
cessing industries have bottomed 
out and base metal prices have 
begun to improve after a difficult 
few years. Demand is steadily 
growing in the aluminum and 
magnesium sectors. Market 
opportunities throughout the 
industry are expected to increase, 
and to be strongest in North and 
South America, Africa and 
Australia. 


MINING AND METALLURGY 


In the mining and metallurgy sector, 
SNC-Lavalin operates from offices in Canada, 
the United States, Chile, Australia, the United 
Kingdom and South Africa. It is the recognized 
leader in gold, aluminum and magnesium 
projects, one of the leaders in nickel, copper 
and zinc, and is developing a position in 
other metals, in alumina refining and 
diamond mining. 

New awards in 1999 included the 
Bulyanhulu gold project in Tanzania for 
Barrick Gold, the Olympias polymetallic gold 
project in Greece for TVX, the expansion of 
zinc production facilities for Hudson Bay 
Mining and Smelting in Manitoba, and a new 
aluminous cement plant in China for Lafarge, 
as well as the early development for a poten- 
tial new silver mine in Bolivia for APEX. The 
Altonorte copper project in Chile was given 
the go-ahead early in 2000 as copper prices 
improved. SNC-Lavalin was also awarded the 
engineering and procurement of the Diavik 
diamond mine in the Northwest Territories, 


Canada. 


Projects completed during the year 
included the Pierina gold mine for Barrick 
Gold in Peru, the Goro Nickel pilot plant for 
Inco in New Caledonia, and a phosphate rock 
and beneficiation plant in Ontario for Agrium. 

Work on the Magnola magnesium plant 
in Québec, the first commercial smelter to 
extract magnesium from asbestos tailings, is 
proceeding on schedule. Also, work continued 
on the Alma aluminum smelter in Québec 
for Alcan. 

In Mozambique, the Mozal aluminum 
smelter project is running ahead of schedule 
and is expected to start producing aluminum 
before the end of 2000. The company also 
continued to work on a number of smelter 
improvement projects for Alcoa in the 


United States. 


Highlights 


« Market improving 

= Magnola magnesium plant, Alma and Mozal 
aluminum smelters proceeding 

* Major new awards - Bulyanhulu gold, 
Olympias polymetallic gold, Lafarge alumi- 
nous cement plant, Altonorte copper, 
Diavik diamond 


Magnola, Canada 


Market conditions 


Deregulation has led to more 
privatization opportunities and the 
outlook is for continued growth in 
the demand for power generation, 
particularly in North and South 
America, and in Asia. In North 
America, environmental concerns 
have led to the development of 
more efficiently produced power 
with lower atmospheric emissions. 


OWE 


SNC-Lavalin is an acknowledged world leader 
in hydroelectric power generation and long 
distance transmission, and is active in thermal 
and nuclear power generation. 

New awards in 1999 included the 
Chamera II hydroelectric development in 
India, while work continued on the refurbish- 
ment of the Pallivasal, Panniar and Sengulam 
power stations. The company also assisted 
India’s Energy Ministry in returning the 
Srisailam hydroelectric power station to full 
operation after heavy flooding. 

The El Cajon hydroelectric plant in 
Honduras, which generates 50 per cent of the 
country’s entire power supply, was restored to 
total capacity following a fire. Construction 
was completed on the critical interconnecting 
link between Honduras and El Salvador. The 
Leyte-Luzon line in the Philippines was also 
completed. 

Hydro-Québec remained an important 
client as work continued on the hydro- 
electric project at Ste-Marguerite-3, and the 


Beauharnois project was completed. 


Future site of Chamera, India 


The Onatchiway dam project for Abitibi- 
Consolidated was also completed, as was 
Chute-des-Passes for Alcan. Work progressed 
on other Alcan projects at Isle-Maligne and 
Chute-a-Caron. A cogeneration plant for a 
Domtar paper mill in Québec was awarded 
early in 2000. 

The Lower Churchill Falls hydroelectric 
development in Labrador, once approved, 
will be one of Canada’s largest projects in any 
sector during the first decade of the new 
century. 

Canatom NPM, a joint venture which 
deals exclusively in nuclear projects, is 
involved in ongoing activities related to the 
construction of two Candu-6 nuclear power 
plants in China, and with Ontario Hydro’s 
nuclear optimization program to implement 


plant operating improvements. 


Highlights 


= Market growth strong 

» Many prospects worldwide 

* Continuing work for Hydro-Québec 

= Nuclear projects for Ontario Hydro and 
in China 

= Major new awards - Chamera II, Domtar 
cogeneration 


Market conditions 


Developed countries are investing 
in the refurbishment of deteriorat- 
ing infrastructure, while developing 
countries need to build new infra- 
structure to sustain economic 
growth. This has created strong 
demand for companies like 
SNC-Lavalin to plan, arrange 
financing, and build roads, bridges, 
buildings, mass transit systems, 
water and waste management 
facilities. 
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INFRASTRUCTURE 


SNC-Lavalin offers total solutions to clients 
worldwide for a wide range of infrastructure 
projects and is a leader in integrated mass 
transit systems. The company undertakes 
financing and build-own-operate arrange- 
ments as well as design-build projects in infra- 
structure facilities of all types whether they are 
located in major urban centres or in remote, 
logistically challenging areas. 

In mass transit, the Kuala Lumpur light 
rail system is close to completion. The steady 
recovery of Asian economies is expected to 
revive several mass transit projects which had 
previously been deferred. 

Numerous infrastructure contracts were 
obtained in Canada during the year, including 
the Jemseg Bridge in New Brunswick, a 
municipal infrastructure design project 
encompassing water, sewer and road systems 
in Fredericton, and the expansion of the 
air terminal building in St. John’s, Newfound- 


land. The company also worked on a steady 


Air Algérie airport hangar, Algeria 


stream of projects in Québec and Ontario, 
including construction of the extension of 
Highway 407 in the Greater Toronto area. 
Internationally, work advanced on the 
Air Algérie airport hangar and maintenance 
facilities in Algeria, and on two important 
roads and a new school in Haiti. The company 
made a strategically important inroad in 
Vietnam with a contract to provide technical 
assistance and training programs for an inland 
waterways and port rehabilitation project. 
A multi-year contract to drill water wells in 
Libya as part of the Great Man Made River 


project neared completion. 


Highlights 


« Increasing demand for infrastructure 


worldwide 


» Kuala Lumpur light rail system close to 


completion 


* Ongoing and new projects in Canada, 


North Africa, Haiti, Vietnam 


Market conditions 


The reorganization of defence 
markets, with increasing privatiza- 
tion of arsenals previously owned 
in whole or in part by governments, 
has continued to present opportu- 
nities for defence manufacturers. 
The trend toward a more global 
approach for delivering lower cost, 
quality products to markets has led 
to more market-specific alliances 
and joint ventures. 


DB BENGE 


SNC TEC, the Canadian defence manufac- 
turing arm of SNC-Lavalin, has become one 
of the best-value producers of quality products 
in the world, and provides research-and- 
development services. 

As a preferred supplier, it furnishes the 
Canadian Department of National Defence 
with its ammunition needs. SNC TEC has also 
turned to other NATO markets, such as the 
United States and Europe, to increase sales. In 
Europe, SNC TEC’s revenues are generated 
mainly from sales to the Ministries of Defence 
of France, the Netherlands, Denmark and 
Belgium for small and large-calibre ammuni- 
tion, and from the supply of components to 
other ammunition manufacturers. 

Simunition, a division of SNC TEC that 
manufactures small-calibre training ammuni- 
tion, has become an important part of the 
international training systems network. In 


1999, the French gendarmerie and U.S. mili- 


SNC TEC, Canada 


tary and law enforcement agencies renewed 
their contracts for delivery of the Simunition 
line of products. 

Securiplex, a subsidiary which develops 
and installs fire detection and suppression 
systems, further developed its technology for a 
fine water spray system. This technology has 
the potential to propel Securiplex into a larger 
market share with an ability to provide wider 


fire protection coverage over larger areas. 


Highlights 


« Efficient operations producing best-value, 


quality ammunition 


« Increased international sales 
«= Renewal of French and U.S. Simunition 


contracts 
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Market conditions 


Telecommunications 

Significant growth in the demand 
for telecommunication systems 
and deregulation are driving the 
rapid expansion in this industry. 


Pharmaceuticals 

Mergers among producers have 
accelerated the development of 
new products, and the demand for 
lower cost, generic drugs contin- 
ues to fuel growth. 
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By adapting quickly to changing market 
conditions, SNC-Lavalin has demonstrated 

its ability to develop positions in the high 
growth sectors of telecommunications, phat- 
maceuticals, agrifood and facility manage- 
ment through internal development, strategic 


acquisitions and alliances. 


Telecommunications 

SNC-Lavalin now has two companies active 
in this sector: Spectra Telecom, jointly owned 
with a partner, which installs wireless net- 
works in Canada, Europe and Latin America; 
and Expertech Network Installation Inc., a 
Bell Canada subsidiary in which SNC-Lavalin 
acquired a 25-per-cent equity position in 1999, 
which installs wireline fibre optic and copper 
network systems. SNC-Lavalin adds value 

to these operations with its international 


marketing network and expertise in project 


Expertech, Canada 


Merck Frosst, Canada 


management. Spectra Telecom and Expertech 
have started to work together in pursuing 
opportunities for installing systems that have 


both wireless and wireline components. 


Pharmaceuticals 

The company’s Brussels and Montréal offices 
provide validation and project services to the 
pharmaceutical industry. In 1999, SNC-Lavalin 
acquired FEL Consultants of Toronto to better 
serve the growing market in Ontario. Linking 
operations and marketing efforts has allowed 
SNC-Lavalin to become an important player 
in this high growth sector, serving both large, 
multinational clients, and the generic market 


in developing countries. 


Market conditions 


Agrifood 

The need to improve efficiency 
and lower production costs has 
led to an increase in capital 
spending. 


Facility Management 
Multi-location large corporations 
and governments at all levels 
have been outsourcing non-core 
activities, creating a market for 
companies with the expertise to 
deliver efficiency and improved 
performance in the management 
of facilities and maintenance. 


Agrifood 

SNC-Lavalin’s Pingat Ingénierie subsidiary 

in France and SNC-Lavalin Audet in Québec 
specialize in the agrifood business. Together, 
they are the company’s entry into this sector, 
which has found many opportunities for 
growth in Canada, in France, and around 


the world. 


Facility management 

ProFac, jointly owned with a partner, manages 
facilities and office space. It provides out- 
sourced services to a growing market, deliver- 
ing improved efficiency and productivity, and 
the cost savings that can be realized through 
high-volume purchasing. ProFac is the largest 
facility management company in Canada and 
the only one to receive ISO 9001 certification. 
It currently manages more than 6,200 proper- 
ties representing 82 million square feet for 


multi-location clients. 


Riches Monts cheese plant, France 


Canada Post, Canada 


Major awards in 1999 and early 2000 in 
these four sectors include several new telecom- 
munications contracts in the United States 
and Australia, a new pharmaceutical facility 
for Merck Frosst in Québec, an expansion proj- 
ect for Lantic Sugar in Québec, a new feed mill 
in Manitoba, and the Riches Monts cheese 
manufacturing plant in France. In facility 
management, ProFac won contracts for more 
than 2,200 Government of Ontario buildings 
in the Greater Toronto area and the southwest 
region of Ontario, the renewal of the cross- 
Canada mailbox program for Canada Post 
and, with the acquisition of Nexacor Realty 
Management in 2000, the management 


of Bell Canada facilities. 


Highlights 


Developing strong positions in high growth sectors 
Acquisition of Expertech (25%), FEL Consultants in 
1999 and Nexacor in 2000 

ProFac now the largest facility management 
company in Canada 

Major new awards - Merck Frosst and Lantic Sugar 
in Quebec, Arborg Feed in Manitoba, Government 
of Ontario and Bell Canada facility management 
contracts 


Ownership and management of 
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Market conditions 


The trend toward public-private 
partnerships has grown signifi- 
cantly, and the engineering and 
construction industry around the 
world is one of the leaders in 
developing infrastructure conces- 
sions and build-own-operate type 
contracts. While most prevalent in 
parts of Europe, Asia and South 
America, public-private partner- 
ships are gaining acceptance 

in Canada as a viable option for 
reducing the burden on public 
finances while benefiting from 
private sector efficiency. The most 
significant market opportunities 
are in road concessions, power 
generation, water utilities, airports 
and postal services. 
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SNC-Lavalin has been active in developing 
concession-type activities for several years, 
and it has demonstrated its ability to identify 
opportunities and apply financing solutions 
both in and outside Canada. 

In 1999, the company and its partners, 
won the 99-year lease to finance and operate 
the existing portion of the 407 toll highway in 
the Greater Toronto area, and to design, build, 
own and operate east and west extensions. 

Located in Canada’s largest and fastest- 
growing city, the world’s first fully automated, 
open-access toll highway does not require a 
vehicle to stop to collect tolls. A series of over- 
head structures at entrance and exit ramps 
decodes billing information transmitted by 
devices mounted on a vehicle’s dashboard or 
by digital imaging of license plates. 

In other such businesses, an SNC-Lavalin 
partnership is involved in the rehabilitation 
and operation of the Lebanese postal system 
on a12-year lease. LibanPost’s mandate is to 
plan, install, commission, operate and main- 
tain mail handling, express mail, philately and 


other postal services. 


Highway 407, Canada 


In power generation, another SNC-Lavalin 
partnership recycles methane gas emissions 
from a Montréal landfill site to fuel the 
Gazmont power plant, and then sells the elec- 
tricity to Hydro-Québec under a 25-year power 
purchase agreement. In New York State, the 
West End Dam hydroelectric project produces 
an average of 22 million kWh per year which 
is sold to the Niagara Mohawk Power 
Corporation. 

A subsidiary of SNC-Lavalin participates in 
the management, operation and development 
of a multimodal airport complex at Vatry, 
France’s largest freight terminal, on a 20-year 
concession. And in a consortium, the compa- 
ny entered into a public-private partnership 
with the town of New Tecumseth, Ontario, 
to design and build a watermain between 
Collingwood and Alliston, site of the Honda 
Canada automotive manufacturing plant, and 
to operate and maintain the watermain for a 
period of 15 years. 

In recent years, SNC-Lavalin realized capi- 
tal gains on divesting its equity position in 
four small hydroelectric power generating sta- 
tions, a plant producing energy from waste, 


and natural gas storage facilities. 


Highlights 


Increasing trend toward public-private 
partnerships 

Highway 407 - largest privatization 

in Canadian history; landmark deal for 
SNC-Lavalin 


Highway 407 control centre 
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MANAGEMENT'S DISCUSSION AND ANALYSIS 


The following discussion and analysis is intended to enhance the understanding of the audited 
consolidated financial statements and accompanying notes, and should be read in conjunction 
with these documents. 


Overview 

In 1999, the Company made an investment in 407 International Inc., a consortium which 
operates, maintains and manages highway 407 located in the Greater Toronto area, the first 
fully electronic open-access toll highway in the world. The consortium purchased Highway 407 
from the Government of Ontario for the sum of $3.1 billion, representing the largest privati- 
zation project in Canadian history. This transaction is in line with the Company’s view 

that concession-type arrangements in sectors related to its core expertise are expected to be 

a growing component of its business in the years to come. 

For purposes of comparison and to disclose the financial impact of Highway 407, this MD&A 
and the accompanying financial statements provide segregated disclosure relating to Highway 
407. “Highway 407” refers to the Company’s 26.92% proportionate share of the results of 407 
International Inc., after consolidation eliminations. This additional data complements the cus- 
tomary detailed presentation and analysis of the Company’s activities, and highlights the 
earnings momentum of the Company’s other operations. 


Selected financial indicators 
(in thousands, except per-share amounts) 1999 1998 


Net income (loss) __ 


Excluding Highway 407 SNS 
From Highway 407 (13,222) = 

$ 36,304 $45 598 

Basic earnings pershare 5 u ae = aw ee 
ExcludingHighway407, 0 SO Eee 
From Highway 407 (0.28) = 

$ 0.78 $ 0.98 

Weighted average number of shares 46,628 46,560 


Net income, excluding Highway 407, rose 8.6% to $49.5 million in 1999 from $45.6 million 
in 1998, marking the eighth consecutive year of increased earnings. The corresponding basic 
earnings per share rose 8.2% to $1.06 from $0.98 in 1998. Net income, including Highway 407, 
was $36.3 million. 

Consolidated revenues were $1,270.8 million in 1999 compared with $1,507.5 million in 1998. 
The reduction was anticipated and is attributable to the mix of services and packages projects 
and to the completion of a few major packages projects. Although revenues were lower, the gross 
margin in dollars increased over 1998. Several new major projects were booked during 1999, 
resulting in a significant increase in backlog, for which the full impact on revenues will not 
be felt until 2000. 

Consolidated cash and cash equivalents and short-term investments totaled $110.3 million 
at the end of 1999, compared with $217.6 million at the end of 1998. Cash was primarily used 
for the investments in Highway 407. Cash generated from operations before net change in non- 
cash working capital increased to $94.4 million, or $2.02 per share, in 1999 compared with 
$67.5 million, or $1.45 per share, in 1998. Of this amount, $3.9 million, or $0.08 per share, 
was generated by Highway 407. 


Revenues by region 


™ Europe 
© Latin America 
~~ Other 


46% 


Geographic breakdown of revenues 


(in millions of dollars) 1999 1998 

Canada $ 587.6 $ 588.8 
Outside Canada capes eves ee ene aa ome : 

_ Africa We Metis Gee es Neen Sas Oe Sr a ee s2 

ASiqut as. : PENS eg ee 199.7 171.3 

PEOpe ye ee pee A i 99.9). 98.9 

_LatinAmerica UAE ns bee At oN Veneta ed rete 91.4 110.9 

Other 82.1 120.4 

; 683.2 918.7 

Total revenues $ 1,270.8 Sel 0725 


The Canadian market continues to be the largest source of revenues for the Company, repre- 
senting 46% of total revenues in 1999 compared with 39% in 1998. In 1999, revenues derived 
from Canadian activities remained in line with 1998 and are expected to increase in 2000 given 
the higher year-end backlog and the many opportunities which are driven by continued economic 
growth in the country. 

Revenues outside Canada decreased by 26% from 1998 levels as certain major projects in 
Africa neared completion. Africa remains the Company’s largest geographic contributor after 
Canada, and is expected to maintain its contribution in 2000. Revenues from Asia increased by 
17% as work advanced and new work commenced on major infrastructure and power projects. 
The economic recovery in Asia is generating increased prospects, especially in infrastructure 
and power, and the Company expects the revenue growth trend to continue in 2000. 

Revenues from Europe were in line with the previous year, and are expected to remain con- 
stant in 2000. Revenues in Latin America were 18% lower than in 1998 mainly due to reduced 
economic activity in the region. Recent contract awards are expected to contribute to higher 
revenues in 2000. Revenues from other regions, a segment which includes the United States, 
the Middle East and Eurasia, decreased overall in 1999. 


Economic trends 

Canadian Gross Domestic Product (GDP) growth in 2000 is expected to be about 3.5% compared 
with approximately 4.0% in 1999. Higher world commodity prices, tax reductions resulting from 
government budgetary surpluses, a higher employment rate and controlled inflation lead to 

an optimistic outlook for 2000. Continued growth in exports as well as investments in non- 
residential construction provide a solid base for new opportunities in the engineering and 
construction sector, especially in the chemicals and petroleum, mining and metallurgy, power 
and infrastructure sectors. 

Outside Canada, the global economy is expected to grow modestly in 2000. Optimism is being 
restored in Asia where new opportunities are emerging, mainly in the infrastructure and power 
sectors. There is also strong potential in Africa, particularly for chemicals and petroleum, infra- 
structure and mining projects. With its well-established international network and expertise in 
arranging project financing, the Company is well-positioned to benefit from these opportunities. 
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MANAGEMENT'S DISCUSSION AND ANALYSIS 


Operating results by category 
Certain major package projects were winding down in 1999, resulting in lower revenues from this 
category. Service activities were stable, while revenues from the diversified category increased. 


Financial results by category 


(in thousands of dollars) 1999 1998 
Revenues P. ~~ ; =a) op oe ee tc eh ee ae eee 
SEMICES a ee ee EES a Se: ts $531,042 ee 
Packages SLA at Zeke ge cas oe 438,830 (687,823 
Diversified 300,961 281,829 

$ 1,270,833 $71,507,539 

Gross margin Ay = i eae =] eee gel. = ov " 
SGNVICGS. as eee $141,030 $_ 125,965 
Packages _ oe ie 92 Ne 
Diversified 67,759 63,929 

$ 300,933 $ 281,336 


Services revenues totaled $531.0 million compared with $537.9 million in1998 and gross 
margin increased to $141.0 million from $126.0 million in 1998. The gross margin to revenues 
ratio increased to 27%, mainly due to improved margins from mining and metallurgy and infra- 
structure projects. In 2000, services revenues are expected to remain constant. 

Packages backlog entering 1999 was lower than in 1998 ($655.6 million at the end of 1998 
compared with $1,166.7 million at the end of 1997) and, as expected, revenues decreased to 
$438.8 million (35% of total revenues) from $687.8 million (46% of total revenues) in 1998. 
Despite lower revenues, gross margin increased slightly over 1998 in dollar terms due to favourable 
completion of certain large projects. Revenues are expected to be higher in 2000 following an 
increase in backlog to $914.9 million at year-end 1999. 

Diversified operations include activities from investments in special-purpose companies 
arising from privatizations, public-private partnerships, long-term outsourcing and other con- 
cession arrangements. These activities currently include Highway 407 as well as SNC Technologies 
Inc. (SNC TEC), a subsidiary involved in the manufacturing of ammunition, and Securiplex, a 
subsidiary that delivers engineered fire detection and suppression systems. Also included in this 
category are joint venture companies in facilities management and telecommunications, as 
well as the Company’s equity investments in other special-purpose companies. 

Diversified revenues increased by 7% to $301.0 million from $281.8 million in 1998, 
mainly due to the proportionate share of Highway 407 revenues. Total gross margin, excluding 
Highway 407, was $52.5 million compared with $63.9 million in 1998. The 1998 results included 
a gain from the sale of power generation facilities which was partly offset by the write-down of 
another investment. Looking ahead to 2000, revenues from facilities management are expected 
to be higher than in 1999 and the defence sector is expected to continue providing stable revenues. 

Administrative, marketing and other expenses totaled $213.9 million in 1999, up from 
$207.2 million in 1998 primarily due to a restructuring charge taken in the mining and metallurgy 
sector related to the downsizing of some offices in Canada and Peru. Excluding this charge, these 
expenses were in line with 1998. The Company continues to maintain an appropriate balance 
between revenues and administrative and marketing expenses, while making the necessary 
investment in marketing and selling activities to achieve growth. 


Backlog 
The Company emphasizes the importance of evolving to adapt to changing markets. Accordingly, 
the backlog for the diversified category now reflects the growing importance of concession-type 
activities. Revenue backlog is calculated on a five-year rolling basis where there are recurring 
revenues from such activities that are supported by signed contracts or concession agreements. 
At this time, concession-type operations include sales of ammunition where SNC TEC holds a 
preferred supplier status with the Canadian Armed Forces, tolls on Highway 407 and the opera- 
tion of the postal service in Lebanon. Backlogs for prior years have been restated for purposes 
of comparison. 

Revenue backlog at the end of 1999 was $2.8 billion, a 42% increase over $1.9 billion at the 
end of 1998. In particular, the packages backlog increased by 40% as a result of $698.1 million of 
new bookings during the year. 


Revenue backlog 
At December 31 


(in millions of dollars) 1999 1998 
Bye esl ene Me eer be i 
__ Services _ 3 a _$ 3148 $329.2 
BOLE Ss oO eee 4 
Diversified 1,529.6 956.8 
Total $ 2,759.3 BS VOSS 
Canadas 1671.9 2 8 924.2 
Outside Canada 1,087.4 1,017.4 
Total $ 2,759.3 $ 1,941.6 


Notable contract awards in the Services and Packages category include the expansion of 
Suncor Energy’s oil sands plant in Alberta, Syncrude Canada’s strategic projects in Fort McMurray, 
Alberta, the Diavik diamond mine in the Northwest Territories of Canada, and the Bulyanhulu 
gold mine in Tanzania. Also booked during the year was the construction of highway 407 east 
and west extensions, the Chamera II power project in India, Sincor’s heavy oil complex in 
Venezuela and the Indian Ocean Fertilizer (IOF) plant in South Africa, as well as several water, 
transportation, agrifood and pharmaceutical projects in Canada and outside Canada. 


Breakdown of diversified backlog 
At December 31 


(in millions of dollars) 1999 1998 
Concession-type (five-year rolling backlog) 
SNCTECR an une ee eee ee See S67 4:60 ese | O00:6 
Highway 407 a ee ee tae ee SRE ee 3564 | = 
LibanPost 155.6 155.6 
1,186.6 ul 172 
Facilities management _ : 5 ee 3 335.4 131;2 
Other 7.6 14.4 
Total diversified Sa 52916 $ 956.8 


Diversified backlog increased significantly with Highway 407 concession revenues and the 
award of facilities management contracts including that of the Ontario Realty Corporation 
to manage all provincial facilities in two regions of Ontario, with more than 2,200 buildings 
covering 31 million square feet. 
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Revenues by industry 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 


Approximately 40% of the Company’s total backlog is expected to be recognized as revenues 
in 2000. Backlog is expected to continue its upward trend as a result of opportunities in and out- 
side Canada. Backlog reflects contract awards that.are considered firm and is thus an indication 
of future revenues, however, there can be no assurance that scope adjustments or cancellations 
will not occur or when revenues and earnings from backlog will be realized. 

There are additional risk factors and uncertainties relating to the business that may affect 
the Company. These include potential cost overruns on fixed or maximum price contracts, con- 
tract performance risk, legal claims, changes in political conditions and foreign currency rate 
fluctuations. The Company’s continued commitment to sound risk-management practices when 
underwriting and undertaking contracts, includes rigorous drafting and legal review of contracts, 
applying stringent cost and schedule control of projects, reviewing project forecasts to complete 
on a regular basis, structuring positive cash flow arrangements on projects, hedging currency 
and interest rate fluctuations, securing project insurance, obtaining third party guarantees and 
implementing other risk mitigating measures. Maintaining comprehensive insurance coverage 
for various aspects of its business and operations is an important element in the risk manage- 
ment process. The Company elects, at times, to retain a portion of the risk for losses that may 
occur by applying selective self-insurance practices and managing professionally such retention 
in its regulated captive insurance company. 


Operating results by industry segment 

Chemicals and Petroleum 

As anticipated a year ago, chemicals and petroleum generated lower revenues ($248.3 million 
compared with $441.1 million in 1998) and operating income in 1999 ($16.7 million compared 
with $48.3 million in 1998). This was mainly due to low oil prices which dampened investments 
in the industry. With higher oil prices, backlog was replenished with awards such as Sincor’s 
heavy oil gathering systems and treatment project in Venezuela, Syncrude’s oil sands project in 
Alberta, and the IOF fertilizer complex expansion in South Africa. 

The chemicals and petroleum segment entered 2000 with a solid backlog and major prospects 
both in Canada and overseas. With continuing strong oil and gas prices, more opportunities are 
anticipated in oil sands and heavy oil projects in Alberta. The refining industry will be driven 
by new environmental legislation limiting the amount of sulfur in gasoline. Offshore oil develop- 
ment projects in Eastern Canada, such as Husky’s White Rose, will enter the implementation 
phase and the Company is well-positioned to obtain major related awards. 

Internationally, the focus is on the Middle East, Venezuela and certain former Soviet Union 
countries where improved economic conditions are expected to reinitiate projects that were 
previously delayed. The performance of the chemicals and petroleum segment is expected to 
remain stable in 2000 based on current backlog and opportunities in and outside Canada. 


Infrastructure 

Infrastructure revenues in 1999 totaled $298.5 million compared with $352.5 million in 1998, 
mainly due to lower activity on projects that neared completion. Operating margins returned 
to normal levels following cost overruns that were experienced on a lump sum turnkey project 
in 1998. 

Backlog was increased in 1999 with the award of the Highway 407 construction project 
which is forecast to generate approximately $145 million of cumulative revenues, representing 
the Company’s portion of the contract to build east and west extensions. 

The outlook for infrastructure work in Canada is positive as most provincial governments 
and the federal government continue to achieve budgetary surpluses, and as possibilities arising 
from public-private partnerships grow. Outside Canada, various prospects for transportation, 


roads and airports provide a solid basis for potential new awards, coupled with the emergence of 
new water and wastewater projects. The 2000 performance of the infrastructure segment is 
expected to remain in line with 1999. 


Mining and Metallurgy 

Mining and metallurgy revenues totaled $210.5 million in 1999, down from $240.4 million 

in 1998, mainly due to lower activities in Latin America, partly offset by higher activities 

in projects such as the Alcan aluminum smelter in Québec, the Mozal aluminum smelter in 
Mozambique, and the Magnola magnesium plant in Québec. Other important contributors 

to 1999 results were the Agrium phosphate plant in Ontario, the Inco Goro nickel pilot plant in 
New Caledonia, the commencement of the Barrick Bulyanhulu gold mine in Tanzania and 
various feasibility studies leading to the execution phase of such projects as the Diavik diamond 
mine in Canada. 

Excluding the effect of restructuring charges to downsize some offices, and despite revenue 
reductions, the mining and metallurgy segment increased its operating income contribution in 
1999 from improved margins on certain projects. 

The outlook for 2000 is promising as a result of rising metal prices. Opportunities are expected 
to be strongest in Canada, South America, South Africa, and Australia. 


Power 

Power revenues increased to $139.9 million in 1999 from $125.7 million in 1998. Major contribu- 
tors included the expansion of the Kuttiyadi power plant, the Kerala power stations rehabilitation 
in India, the two Qinshan CANDU nuclear plants in China, and Hydro-Québec’s Ste-Marguerite 3 
power plant in Québec. In 1999, an Indo-Canadian consortium, which includes the Company 

as leader of the Canadian group, was awarded a turnkey construction project for the Chamera II 
hydroelectric development, including a 300MW power station. The Company’s portion of the 
$500 million contract is approximately $140 million. Also included in the backlog is the con- 
struction of a cogeneration power plant for Domtar’s Windsor mill, in Québec. 

Deregulation and privatization should drive demand for the expansion and rehabilitation 
of existing power facilities and the construction of new plants. These opportunities will stimulate 
the development and upgrading of transmission and distribution networks. Given such back- 
drop, the Company expects continued growth for Power in 2000. 


Defence 

Defence revenues of $171.5 million were slightly lower than in 1998. SNC TEC which accounts 
for most of the revenues in this segment, supplies the Canadian Armed Forces with the bulk of 
their ammunition requirements under a preferred supplier status arrangement. The higher inter- 
national sales reflect expansion in the U.S. market and with NATO countries. SNC TEC expects 
the expansion of international sales to continue based on the increase in its NATO client base. 
The Company continues to invest in research and development for new products. Revenues 

for 2000 are expected to remain in line with 1999. 
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MANAGEMENT'S DISCUSSION AND ANALYSIS 


All Other 

All Other includes telecommunications, pharmaceuticals, agrifood and facilities management. 
Revenues in 1999 totaled $175.4 million, compared with $172.4 million in 1998. Operating 
income declined due to underperformance by Spectra Telecom, a 50%-owned joint venture 
involved in the deployment of wireless telecommunications systems. 

In line with the Company's commitment to position itself as a major player in the expand- 
ing market for the management and operation of infrastructure and facilities, ProFac Facilities 
Management Services Inc., a 50%-owned joint venture, was awarded a significant contract 
with the Ontario Realty Corporation to manage provincial facilities in the Greater Toronto area 
and in southwestern Ontario. Also, in early 2000, ProFac acquired Nexacor Realty Management 
Inc., a wholly-owned property management unit of Bell Canada. Nexacor will continue to 
provide facilities management and other real estate services to Bell Canada under a 10-year 
outsourcing contract. 

In 1999, the Company acquired a 25% equity interest in Expertech Network Installation 
Inc., a subsidiary of Bell Canada active in the construction and installation of wireline telecom- 
munications networks, in order to strengthen its position in the telecommunications sector. 

In 2000, the Company expects growth in revenues for the “All Other” segment. 


Highway 407 concession 
The following analysis highlights the operating results of the Company's 26.92% equity partici- 
pation in Highway 407. 


Proportionate share of Highway 407 results 
For the eight-month period ended December 31, 1999 
(in thousands of dollars) 


Revenues, before consolidation eliminations of $3,478 $ - 30;187, 
Income before interest and taxes aos Ga Fin eens LL eee 
Interest expense and capital tax (23,117) 
Loss beforeincome taxes : pee he. 28 a! a; sy TZ) 
Income taxes (1,346) 
Net loss, before consolidation eliminations (10,718) 
Consolidation eliminations (2,504) 
Net loss, net of consolidation eliminations $- (137222) 


Revenues are comprised principally of toll revenues which are charged to users on a dis- 
tance traveled, time of day and vehicle classification basis. The proportionate share of tolling 
revenues on the existing 69-km stretch of Highway 407 for the eight-month period since its 
acquisition on May 5, 1999 was $30.2 million, or 10% higher than the $27.5 million estimated at 
the time of acquisition, mainly due to higher than expected traffic volumes. 

The loss for Highway 407 was $13.2 million (net of consolidation eliminations) for the 
eight-month period in 1999. Interest charges represented more than half of the total operating 
expenses. Interest expense and capital tax for Highway 407 amounted to $23.1 million, net of 
a $6.5 million non-recurring gain from the cancellation of an interest rate swap terminated 
during 1999. This swap was intended to hedge an eventual U.S. bond issue, which was deemed 
no longer necessary based on the successful bond issues in 1999 and the current refinancing 
program. The Company uses forward interest rate contracts and interest rate swaps to hedge 
floating interest rate risk during the term of the bridge loans, and thereby reduces its exposure 
to fluctuations in interest rates. Interest costs are expensed for the portion related to the 
existing segment of Highway 407, while capitalized interest relates to the extension projects. 


Interest expense relates to the Senior and Junior Bridge Credit Facilities, Senior Bonds, 
Subordinated Credit Facilities, and Subordinated Convertible Debenture, all of which are non- 
recourse to the general credit of the Company. These facilities are briefly summarized below. 

On May 5S, 1999, the consortium acquired Highway 407 from the Government of the 
Province of Ontario, and obtained financing through equity, a convertible debenture and bridge 
credit facilities. The bridge credit facilities totaling $2.45 billion were advanced by a syndicate 
of Canadian and foreign banks. These bridge loans must be repaid at varying maturities no later 
than November 5, 2002. 

Eight series of bonds, with weighted average maturities of 22 years, were issued in 1999 to 
repay 69% of the original bridge loans. Canadian Bond Rating Service Inc., Dominion Bond 
Rating Service Limited and Standard & Poor's Rating Services have each assigned “A” ratings 
respectively, in respect of the bonds. These successful bond issues, which exceeded the amount 
originally anticipated, combined with the proceeds of the hedging program, resulted in a 
favourable interest expense variance when compared with the original forecast. 44% of total 
1999 bond issues for Highway 407 were issued with a five-year holiday on principal and interest, 
to match future cash outlays with future increased traffic flows. 

The Company’s proportionate share of the 2000 net loss, before consolidation eliminations, 
is expected to be $27.8 million, compared with $10.7 million for eight months of operation in 
1999. The Company does not anticipate an accounting profit from its participation for the ini- 
tial years. Usually, highway concessions incur net losses in the initial years of the concession, 
mainly due to the high levels of financing costs and depreciation expense. Recognizing the need 
to address such particularity, the Spanish Accounting Institute issued new accounting standards 
for highway concessions. Under such rules, our Spanish partner will show earnings from the 
beginning of the Highway 407 project, as financing costs and depreciation expenses, among 
others, are expensed over the concession life in line with the expected revenue stream. Highway 
407, using Canadian accounting standards, will be recording depreciation expense based on a 
method which is similar to Spanish rules except for the amortization period, which is 40 years 
rather than 99 years. Conversely, interest costs, which have not been capitalized, are expensed 
as incurred rather than in line with the expected revenue stream. 

Based on independent traffic forecasts, and on the financing structure, the investment in 
Highway 407 is expected to yield an overall after-tax return in line with the Company’s target 
rate. The expected net present value of future cash flows from this investment represents a 
significant accretion to the value of the Company. 


Income taxes 
The effective tax rate, excluding Highway 407, was 34% for 1999 compared with 35% in 1998, 
reflecting the effect of foreign income taxed at lower rates. The 2000 effective tax rate, excluding 
Highway 407, is expected to remain in line with 1999, as the Company expects its mix of activities 
in Canada and internationally to remain approximately the same. 

The consolidated effective tax rate was 41.3% in 1999, as future income tax benefits related 
to unused tax losses of Highway 407 will not be recorded until taxable income is generated 
or it is otherwise deemed appropriate. 
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Financial position and resources 

Highway 407 had a significant impact on the Company’s financial position and resources. The 
Company initially invested $175 million in the equity of 407 International Inc. The Company 
and its partners have also made available to 407 International Inc. a subordinated credit facility 
totaling $775 million for construction costs, debt service and working capital. The Company’s 
share of the subordinated credit facility is $175 million. Drawings under this loan facility, which 
availability is secured to 407 International Inc. by way of bank letters of credit issued on behalf 
of the Company and its partners, are made on a specific requirement basis. As at year-end, 

the Company’s subordinated loan to 407 International Inc. amounted to $35.3 million, before 
consolidation eliminations. The following table summarizes the Company’s investments in 
Highway 407 along with the Company's sources of funds as at December 31, 1999. 


Investments in Highway 407 
(in millions of dollars) 


Equity participation (26.92%) in 407 Internationalinc. ie) lees Sass 
Subordinated loan to 407 International Inc. 85.3 
$ 210.3 


Company's source of funds 
(in millions of dollars) 


Available cash i es = ee ae plane. I eee 
Net proceeds from issuance of common shares 49.2 
$ 210.3 


As at December 31, 1999 the Company funded its investment in Highway 407, amounting 
to $210.3 million of the total $350 million commitment, through its available cash and net 
proceeds from the issuance of common shares. 

Consolidated cash and cash equivalents and short-term investments totaled $110.3 million 
in 1999 compared with $217.6 million in 1998. The decrease is primarily attributable to the use 
of cash towards the investment in 407 International Inc. The impact of this investment is also 
visible on the net working capital and the current ratios at year-end, which were, respectively, 
$15.2 million and 1.03, compared with $153.2 million and 1.25 in 1998. However, reflecting on a 
pro forma basis, the use of unutilized long-term credit facilities as additional working capital 
raises the current ratio at year-end to 1.33, a satisfactory level. 

Cash generated from operations, excluding Highway 407, but before net change in non-cash 
working capital items increased to $90.5 million, or $1.94 per share, in 1999 compared with 
$67.5 million, or $1.45 per share, in 1998. Highway 407 operations generated $3.9 million, or 
$0.08 per share, of cash from operations in 1999. 

Cash used for investing activities of $969.7 million was primarily related to Highway 407. 
The acquisition of Highway 407 was concluded for a sum of $3.2 billion (including costs related 
to the acquisition) by the consortium, for which the Company’s 26.92% proportionate share 
represents $860.9 million. An equity investment of $25.1 million was also made during the year 
for a 25% equity participation in Expertech, a subsidiary of Bell Canada, active in the telecom- 
munications sector. Investing activities also include the Company’s subordinated loan to 
407 International Inc., amounting to $35.3 million before consolidation eliminations. Total 
capital assets acquisitions aggregated $36.2 million in 1999. Included in acquisition of capital 
assets is the Company’s $14.0 million proportionate share of Highway 407’s capitalization 
of costs related to the construction of the east and west extensions. Similar to prior years, 
information technology was the most important item in the remaining amount of capital 
assets acquisitions. 


Financing activities generated $703.8 million. The main inflow was the net issuance of 
long-term loans by the consortium for the acquisition of Highway 407. The Company’s propor- 
tionate share of long-term debt issues represents $703.4 million, which are non-recourse to the 
general credit of the Company. Also as part of its sources of funds for its equity and debt invest- 
ments in 407 International Inc., the Company issued 4.3 million common shares to Capital 
d’Amé€rique CDPQ Inc. for net proceeds of $49.2 million. 

A $0.06 dividend per share was declared for the fourth quarter of 1998 and in each of the 
first three quarters in 1999, resulting in a cash outflow of $11.3 million. During the year, the 
Company repurchased 2.7 million shares amounting to $31.2 million, as part of the normal 
course issuer bid. The current normal course issuer bid expires in May 2000. The Company 
intends to renew the program for one additional year, but expects a lower level of repurchases 
in 2000 as a substantial amount of its available cash was invested in Highway 407. 

The Company increased its long-term bank credit facilities and now has access to $255 mil- 
lion, compared to $100 million in 1998. The $100 million long-term revolving committed lines 
of credit, which may be converted to two-year term loans, were increased to $155 million, anda 
new $100 million five-year revolving loan credit facility was put in place. These changes were 
made in support of the Company’s investment in Highway 407. At year-end, $184.1 million of 
these credit lines remained unutilized, the difference of $70.9 million was used for the issuance 
of documentary credit. In addition to long-term credit facilities, the Company also has access to 
documentary credit lines to provide guarantees required in the normal course of its operations. 

The Company has cash and cash equivalents, short-term investments as well as credit facili- 
ties in place to meet its current operating, investing and financing plans. The Company remains 
committed to business growth and increasing returns to shareholders, through acquisitions or 
other investment opportunities. Additional financing from debt or equity markets may be 
required should significant investment opportunities arise. The Company is committed to 
maintaining an adequate balance between ensuring sufficient capital for financing net asset 
positions, maintaining satisfactory bank credit lines and borrowing capacity, as well as capacity 
to absorb project net retained risks while maximizing ROASE. 


Return on average shareholders’ equity (ROASE) 
Excluding Highway 407 


1999 1998 1997 1996 1995 


Including the effect of Highway 407, ROASE was 10.4%, some 430 basis points above Canada’s 
long-term bond yield. ROASE, excluding Highway 407, was 14.2%, some 210 basis points above 
the Company’s target return of the long-term Canada bond yield plus 600 basis points. ROASE, 
excluding Highway 407, is expected to continue to surpass the Company’s target in 2000. 
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MANAGEMENTS RESPONSTBIEI i 
FOR FINANCIAL REPORTING 


The accompanying consolidated financial statements of SNC-Lavalin Group Inc. (the Company) 
and all the information in this annual report are the responsibility of management and have 
been approved by the Board of Directors. 


The consolidated financial statements have been prepared by management in accordance with 
generally accepted accounting principles. When alternative accounting methods exist, manage- 
ment has chosen those it considers most appropriate for the circumstances. 


The significant accounting policies used are described in note 1 to the consolidated financial 
statements. Certain amounts in the financial statements are based on estimates and judgments. 
Management has determined such amounts on a reasonable basis in order to ensure that the 
financial statements are presented fairly, in all material respects. Management has prepared 

the financial information presented elsewhere in the annual report and has ensured that it is 
consistent with that in the consolidated financial statements. 


The Company maintains systems of internal accounting and administrative controls which 
are designed to provide reasonable assurance that the financial information is relevant, reliable 
and accurate and that the Company’s assets are appropriately accounted for and adequately 
safeguarded. 


The Board of Directors is responsible for ensuring that management fulfills its responsibilities 
for financial reporting and is ultimately responsible for reviewing and approving the financial 
statements. The Board of Directors carries out this responsibility principally through its Audit 
Committee. 


The Audit Committee is appointed by the Board of Directors, and all of its members are outside 
directors. The Audit Committee meets periodically with management, as well as with the inter- 
nal and external auditors, to discuss internal controls, accounting, auditing and financial report- 
ing issues, to satisfy itself that each party is properly discharging its responsibilities, and to review 
the annual report, the consolidated financial statements and the external auditors’ report. The 
Audit Committee reports its findings to the Board of Directors for consideration when approv- 
ing the consolidated financial statements for issuance to the shareholders. The Audit Committee 
also considers, for review by the Board of Directors and approval by the shareholders, the 
engagement or reappointment of the external auditors. 


The consolidated financial statements have been audited, on behalf of the shareholders, 
by Ernst & Young LLP, the external auditors, in accordance with generally accepted auditing 
standards. The external auditors have full and free access to the Audit Committee. 


fe. Cf dasa 


Jacques Lamarre Gilles Laramée 
President and Executive Vice-President, Finance 
Chief Executive Officer 


Montréal, Canada 
February 11, 2000 


AUDALOR SeeREP ORT 


To the shareholders of SNC-Lavalin Group Inc. 


We have audited the consolidated balance sheets of SNC-Lavalin Group Inc. as at December 31, 
1999 and 1998 and the consolidated statements of income, cash flows and shareholders’ equity 
for the years then ended. These financial statements are the responsibility of the Company’s 
management. Our responsibility is to express an opinion on these financial statements based 
on our audits. 


We conducted our audits in accordance with generally accepted auditing standards. Those 
standards require that we plan and perform an audit to obtain reasonable assurance whether 
the financial statements are free of material misstatement. An audit includes examining, 

on a test basis, evidence supporting the amounts and disclosures in the financial statements. 
An audit also includes assessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, 
the financial position of the Company as at December 31, 1999 and 1998 and the results of its 
operations and its cash flows for the years then ended in accordance with generally accepted 
accounting principles. 


Crnet * ictipe LLP 
Montréal, Canada Ernst & Young LLP 
February 11, 2000 Chartered Accountants 
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CONSOLIDATED BALANCES He rigs 


December 31 


(in thousands of dollars) 1999 1998 
Assets 7 7s bine See: 7 4 i - Se 
Current é eel we aN Paree 10 E ee | 


Cash and cash equivalents 
Short-term investments 


12,668 «18,835 


Accounts receivable ar ee. fi ‘ i = } 347,544 _ } : 291,061 
Contracts in progress and inventories (note 4) 160,816 258,765 
ee Ee As a es © i 618,204 767,408 

Capital assets (note 5) _ y 1,014,008  ~—__ 138,938 
Other assets (note 6) 210,729 79,189 
$ 1,843,441 $985,580 

Liabilities and shareholders’ equity f ; . i : ee 
Curent ees =< SS eae Pe ti Ae Ss 
Accounts payable and accrued charges _ ie Be be _ $ 368,517 $339,895 


Downpayments on contracts : _ 95,103 123,636 
Deferred revenues 139,898 150,667 

rere a ee ee (603,518 614,198 
Long-term dept (NOt 7) = ive ee 840,911 40,068 
Other liabilities (note 8) \ 41,099 13,446 
= 3 1,485,528 667,712 

Shareholders’ equity 357,913 317,823 
$ 1,843,441 $ 985,535 


See accompanying notes to consolidated financial statements. 


On behalf of the Board: 


Vila 


Director Director 


Wi earn 


Angus A. Bruneau, 


CONS OEMDATED STATEMENTS OF 


Years ended December 31 
(in thousands of dollars, except per-share amounts) 


1999 


INCOME 


1998 


Revenues $ 1,270,833 $ 1,507,539 
Gross margin oR de Peer _$ 300,933 __ $281,336 
Administrative, marketing and other expenses 213,887 207,165 
Income before interestand taxes \ 87,046 74,171 
Interest and capital taxes 25,172 4,031 
Income before income taxes 01,8740) 70,140 
Income taxes (note 11) 25,570 24,549 
Net income $ 36,304 $ 45,591 
Earnings per share (note 1n) 

Basic $ 0.78 $ 0.98 

Fully diluted $ 0.75 $ 0.93 
Weighted average number of shares (in thousands) 46,628 46,560 


See accompanying notes to consolidated financial statements. 


ge EB SE EE EE ESI ED 


Note - Additional information 


Net income (loss) 


__ Excluding Highway 407 e _$ 49,526 S$ 45,591 
From Highway 407 (13,222) = 
$ 36,304 Snood 

Basic earnings per share (note 1n) : acl a 
__ Excluding Highway 407 eS eG Ve ES 0.98 
From Highway 407 (0.28) - 
$ 0.78 $ 0.98 

Fully diluted earnings per share (note 1n) re eked ‘a 
Excluding Highway 407 he $ 1.01 $ 0.93 
From Highway 407 (0.26) - 
$ 0.75 $ 0.93 
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CONSOLIDATED SVATEMENT S.C 


Years ended December 31 


CASH FLOWS 


(in thousands of dollars, except per-share amounts) 1999 1998 
Operating activities j ‘ : 4 eee 
NEEIMCONIC:2 Can ce ae = —$ 36304 $ 45,591 
Items notinvolvingamovementofcash : ‘ ae =e 
Depreciation and amortization —__ (38,863 35,684 
Future income taxes > 0 * 4,965 _ | aeizesh 
Other ee Asana eee i 5s Le aN oe __ 5,547 ees 
Deferred gains on interest rate hedging 8,695 = 
a - jy a ek ae Pee Tee eee _ 94,368 eee 
Net change in non-cash working capital items 70,507 43,720 
164,875 VA A193 
Investing activities © as el 
Acquisition of capital assets oy ys JS eee ; (36,189) = (22,875) 
Proceeds from disposal of capitalassets Sas tae A a ee 
Acquisition of Highway 407 (note2) i (860,890) ee 


Acquisition of investment (note 2) 


(25,060) _ 


Subordinated loan to Highway 407 _____ (25,790), 
Other (21,814) (4,000) 
(969,743) 1725 

Financing activities ae 5 2 A eee 2 eg 
Repayment of long-term debt (528,816) == (2,276) 
Increase in long-term debt 1,306,943 eee 
Reserve funds ee ey a Os ee ee (75,802) ____ ee 
Net proceeds from issuance of shares a : [935 3387 
Redemption of shares (note 9c) é (31,159) (40,345) 
DIVIGENOS 58 ee _ (11,265) (9,298) 
Other (8,039) 684 
703,797 (47,846) 

Net increase (decrease) incash andcashequivalents (101,071) 65,072 
Cash and cash equivalents at beginning of year 198,747 133,675 
Cash and cash equivalents at end of year $ 97,676 $ 198,747 
Cashflow pershare(note1n) iis, Shoe eee = 
Basic $ 2.02 $ 1.45 
Fully diluted $ 91 $ 1.36 


See accompanying notes to consolidated financial statements. 


ae 


Note - Additional information __ 
Basic cash flow per share (note 1n) _ 


-Exeluding Highway407-- Oe $ 1.94, $_ . 1.45 
From Highway 407 0.08 ae 
$ 2.02 $ 1.45 

Fully diluted cash flow per share (note 1n) be 
Excluding Highway 407-0 $ 1.83 $ 1.36 
From Highway 407 0.08 “he 
1.91 $ 1.36 
Cash paid for interest $ 25,624 $ 4,269 
Cash paid for income taxes Suee2oe $) 4273370 


CONS OFRIDATED STATEMENTS 
OPSs te REMHOLDERS E Quit Y 


(in thousands of dollars, except for number of shares) 


Share Capital Retained 
Shares Amount Earnings Total 
Balance as at December 31, 1997 47,998,648 $ 215,447 $ 102,847 $ 318,294 
—Netincome — Poe eS =e 45,991 45,591 
POWIGENGS Ik) Se ye = (9,298) (9,298) 
_ Shares issued under stock option plan = 516,261 3,389 = 3,389 
Shares issued for acquisition 
mol busijesses fe 18,270 192 - 192 
Shares redeemed and cancelled 
(note 9c) (3,661,760) (16,525) (23,820) (40,345) 
Balance as at December SH CRS ; 44,871,419 202,503 _ 115,320 317,823 
Adjustment for employee future 
___ benefits (note 13) _ ME eae Ss. = (5,725) ___ (5,725) 
BNCUIMCOMG woe Se wou ste ie - 36,304 _ 36,304 
BDIVIGENCS Ano Bho. Be Tp iss ae (11,265) (11,265) 
_ Shares issued under stock option plan 398,079 _ 2,759 _ - 2752 
Shares issued for private placement, 
after issuance costs net of income 
ROCs aes eee. 4,283,033 ~ = 50,000 _ (824) 49,176 
Shares redeemed and cancelled 
(note 9c) (2,669,000) (13,749) (17,410) (31,159) 
Balance as at December 31, 1999 46,883,531 $ 241,513 $ 116,400 $ 357,913 


See accompanying notes to consolidated financial statements. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


December 31, 1999 and 1998 
(All dollar figures in tables are expressed in thousands, except per-share amounts) 
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a 


b 


c 
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f signifi lici 


Principles of consolidation and presentation 

The consolidated financial statements of SNC-Lavalin Group Inc. (the “Company”), incorporated under the 
Canada Business Corporations Act, are prepared in accordance with generally accepted accounting principles 
applicable in Canada. The consolidated financial statements include the accounts of the Company, its sub- 
sidiaries and its pro rata share of each of the assets, liabilities, revenues and expenses of its joint ventures 

(see note 3). Investments include companies subject to significant influence, which are accounted for using 
the equity method. 


The Company’s 26.92% proportionate share of the results of 407 International Inc. (see note 2), after consolida- 
tion eliminations, is referred to as “Highway 407”. For purposes of comparison and to disclose the financial 
impact of Highway 407, the Company’s consolidated financial statements provide financial disclosure relating 
to Highway 407 as well as the results of total activities excluding Highway 407. 


Use of estimates 

The preparation of financial statements of the Company in conformity with generally accepted accounting prin- 
ciples requires management to make estimates that affect the reported amounts of assets and liabilities at the 
date of the financial statements and the reported amounts of revenues and expenses during the reporting period. 
The Company has a history of making dependable estimates; however, current estimates may be revised as addi- 
tional information becomes available. 


Translation of foreign currencies 

The accounts of the Company and its subsidiaries (including its integrated foreign subsidiaries) denominated 

in foreign currencies have been translated into Canadian dollars as follows: 

= Monetary assets and liabilities, using the exchange rate prevailing at the balance sheet date, 

= Non-monetary assets and liabilities, using the exchange rate prevailing at the transaction date, 

» Revenues and expenses, using average monthly exchange rates during the year, except for depreciation and 
amortization, which are translated at the exchange rate prevailing when the related assets were acquired. 


The Company enters into forward foreign exchange contracts to hedge future transactions in order to manage 
the risk of foreign currency fluctuations. Gains and losses on forward foreign exchange contracts related to 
future transactions are charged to income on a basis that corresponds with recognition of the related future 
foreign currency transactions. 


Revenue recognition 
Revenues are generated from services, packages and diversified operations. 


» Services and packages 
Revenues on services and packages contracts are derived primarily from fixed price contracts and cost-plus 
reimbursable contracts. On fixed price contracts, revenues are recorded on the percentage-of-completion 
basis. The percentage of completion is determined by dividing the cost incurred as at the balance sheet date 
by the total of incurred and anticipated costs for completing a contract. On cost-plus reimbursable contracts, 
revenues are recognized as costs are incurred, and include applicable fees earned as services are provided. 


The value of goods and services purchased by the Company, when acting as purchasing agent for a client, 
is not recorded as revenue. 


Hae £ signifi : lici inued 


e 


& 


~— 
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« Diversified operations 
Revenues from diversified operations reflect the Company’s results from its investments in special-purpose 
companies arising from privatization, public-private partnerships, long-term outsourcing and other 
concession-type arrangements. 


Revenues from diversified operations are recorded based on units delivered, resources utilized or services ren- 
dered. For contracts related to the supply of ammunition, in the Company’s subsidiary, SNC Technologies Inc., 
revenues are recorded on the basis of the contract value according to the percentage-of-completion method. 
Toll revenues, relating to Highway 407, are recorded upon computation of tolls resulting from a customer’s 
utilization of the highway. 


All known or anticipated losses are provided in their entirety without regard to percentage of completion. 
Estimated revenues on contracts include future revenues from claims when such additional revenues can be 
reliably established. The Company has numerous contracts that are in various stages of completion. Estimates 
are required to determine the appropriate anticipated cost and revenue. 


Cash and cash equivalents, short-term investments 

In 1999, the Company adopted the new recommendations of the Canadian Institute of Chartered Accountants 
with respect to the presentation of cash flow information. Under the new recommendations, cash equivalents 
are restricted to investments that are readily convertible into a known amount of cash, that are subject to mini- 
mal risk of changes in value and which have an original maturity of three months or less. Short-term, liquid 
investments with original maturities of more than three months are included in short-term investments. 


Cash flow information for the prior year has been restated to conform to the new recommendations. The effect 
of adopting the new recommendations was to decrease cash and cash equivalents by $18,835,000 and increase 
short-term investments by an equivalent amount as at December 31, 1998. 


Contracts in progress and inventories 

= Contracts in progress 
Contracts in progress relate to revenues recognized on contracts in excess of amounts billed and are recorded 
at their estimated realizable value based on the percentage-of-completion method. 


= Inventories 
Inventories relate principally to contracts for the manufacturing of ammunition. For these contracts, work 
in progress and finished products are recorded at their estimated realizable value based on a percentage-of- 
completion method. Other inventories are recorded at the lower of average cost and replacement value or 
net realizable value. 


Capital assets 
Capital assets are recorded at cost. Depreciation and amortization charges are recorded at rates set to charge 
operations with the cost of depreciable assets over their estimated useful lives, as follows: 


= For capital assets excluding Highway 407 


Buildings and surface installations, using the straight-line method over a period of ten to forty years, or the 
diminishing balance method at rates varying from 5% to 7%. 


Machinery, office furniture and computer equipment, using the straight-line method over periods from two 
to fifteen years or the diminishing balance method at rates varying from 20% to 30%. 
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=» For Highway 407 capital assets 
Toll highway and concession right are amortized on a usage basis using projected revenues over forty years. 


The costs of the East Partial and West extensions of highway 407, which are under construction, include 
costs directly attributable to the construction, net of related toll revenues during the construction phase. 
Capitalization of interest and administration costs, net of related toll revenue during construction, ceases 
when the highway extension projects are substantially complete. 


h) Goodwill 


j) 


k) 


Goodwill, which represents the excess of the cost of businesses acquired over the fair value of net identifiable 
assets values at the date of acquisition, is amortized on a straight-line basis over periods not exceeding twenty 
years. At each balance sheet date, the Company evaluates whether there has been a permanent impairment in 
the value of unamortized goodwill. In doing so, the Company assesses the recoverability of goodwill based on an 
estimate of the undiscounted future cash flow of each business to which the goodwill relates. Based upon its 
most recent analysis, the Company believes that no material impairment to the carrying value of goodwill exists 
as at December 31, 1999. 


Deferred financing costs 
Deferred financing costs, which are included in other assets, are amortized using the straight-line method over 
the term of the related debt. The amortization of these charges is included as part of interest on long-term debt. 


Income taxes 
The Company follows the liability method for income tax allocation. 


Marketing expenses 
All costs related to contract proposals are expensed as incurred. 


Research and development costs 

Research and development costs are expensed as incurred, except if the costs are related to the development and 
setup of new products, processes and systems and there is a reasonable assurance that they will be recovered. 

All development costs, which are capitalized and included in other assets (1999: $2,631,000; 1998: $2,916,000), 
are amortized, when commercial production begins, using the straight-line method over a period of three to five 
years. Where permanent impairment occurs, such capitalized costs are written off. 


m) Pension plans and other post-retirement benefits 


n 


— 


In 1999, the Company adopted the new recommendations of the Canadian Institute of Chartered Accountants 
with respect to employee future benefits including pension benefits and other post-employment and post-retire- 
ment benefits. All accrued obligations for future employment benefits have been determined using the accrued 
benefit method. In valuing post-retirement benefits as well as cost of pension benefits, the Company uses man- 
agement’s best estimate assumptions except for the discount rate, where the Company uses the current market 
interest rate available at the measurement date. Current service costs are expensed in the year. Net actuarial gains 
and losses are amortized to income, based on a minimum amount, over the average remaining service period of 
active employees expected to receive benefits under the plans. For valuing pension plan assets, the Company 
uses market values. 


Earnings and cash flow per share 
Basic earnings per share has been determined by dividing the consolidated net income for the year by the 
weighted daily average number of outstanding shares (1999: 46,628,504; 1998: 46,559,546). 


sae ; Ae ie 


Basic cash flow per share has been determined by dividing the cash provided from operating activities before net 
change in non-cash working capital items by the weighted daily average number of outstanding shares. 


Fully diluted earnings per share and fully diluted cash flow per share reflect the effect on the weighted daily aver- 
age number of outstanding shares which would have resulted if the exercise of the outstanding stock options at 
year end had occurred at the later of the beginning of the year and the option grant date as well as the impact on 
consolidated net income of imputed earnings, net of tax, of $968,000 (1998: $874,000) on the cash which would 
have been received on the exercise of such options. 


/ 5a 


Highway 407 

During 1999, the Company invested $175,000,000 in the common shares of 407 International Inc., representing 
a 26.92% equity participation. The investment is accounted for using the proportionate consolidated method as 
the Company has joint control over the operations of 407 International Inc. 


On May 5S, 1999, the Company and its partner, through 407 International Inc., acquired from the Government 
of the Province of Ontario, all the issued and outstanding shares of 407 ETR Concession Company Limited 
(“Concessionnaire”), which operates, maintains and manages highway 407, a fully electronic toll highway in the 
Greater Toronto area. The acquisition, which 407 International Inc. accounted for using the purchase method, 
was concluded for a total consideration of $3,197,592,000, including costs related to the acquisition totaling 
$84,181,000. The Company’s share of the purchase price was allocated as follows: 


Capitalassets Cae mete se SEP ee oe eae PO ee Ne ee eek NS 
eee oC see eae SS eee ORL) NS Nee oe. ee | ge. re ee 1 
Liabilities assumed (3,063) 

$ 860,890 


Sources of funds of 407 International Inc. to finance the acquisition, totaling $3,230,592,000, consisted mainly 
of $175,000,000 and $475,000,000 of proceeds from common shares issued to the Company and its partner, 
respectively, $125,000,000 of proceeds from a subordinated convertible debenture (“Convertible Debenture”), 
$2,300,000,000 of proceeds from the senior bridge credit facility and $150,000,000 of proceeds from the junior 
bridge credit facility. The Company, its partner, the partner’s parent company and the Convertible Debenture 
holder, have committed to 407 International Inc. a subordinated credit facility totaling $775,000,000 for con- 
struction costs, debt service and working capital, of which the Company’s portion is $175,000,000. Of this 
amount, $35,292,000 was drawn by 407 International Inc. as at December 31, 1999. 


The Concessionaire is party to a Concession Agreement which grants to it a 99-year ground lease for the 
highway 407 lands, the operations centre lands and the patrol yard. Also, under this Concession Agreement, the 
Concessionaire is required to design and build certain extensions and further interchanges on the existing high- 
way 407. The Concessionaire entered into a $422,255,000 fixed price design-build agreement with an unincorpo- 
rated joint venture, in which the Company owns a 50% interest, for the extensions and interchanges required by 


the Concession Agreement. 


Other 
On March 1, 1999, the Company acquired a 25% equity participation in Expertech Network Installation Inc. 
The acquisition, which is accounted for using the equity method, was concluded for a total cash consideration 


of $25,060,000. 35 
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3. Joint venture activities 


The Company carries out part of its activities through joint ventures. The Company’s pro rata share of the assets, 
liabilities and operations of such joint ventures is summarized by the following financial information: 
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1999 1998 
Balance sheets _ a {Soe Seg ee on. el a eee a 

Current assets _ es Ree ereee eee ee ee eS es US eee ae 
__Cash and cash equivalents, short-term investments _ i ie $70,880 $33,883 
Other 103,677 49,068 
5 : Ls OO) ee ee £ 3 oS Ons eae _ 174,557 es 
Long-term assets 950,896 8,151 
$ 1,125,453 Se SH tez 
Currentliabilities Sey eee ae _ SS 1 
Long-term debt _ i i E ie 2 = 2 8078158 438 
Pro rata share of net assets of joint ventures 202,487 31,914 
$ 1,125,453 SAO” 
Statements of income _ ae EN SE = ee 
Revenues $ 289,430 $ 209,638 
Income before interest and taxes _ : sb ia eae ee nee $23,938 $10,255 
Interest expense (revenues) and capital taxes i i = __. 25,626 _ ae 
Income taxes 782 3,182 
Pro rata share of net income (loss) of joint ventures $ (2,470) $ LUA 
Cash and cash equivalents provided by (used in): : ea 
Operating activities S28 Sere Stash to ee ans a eee ____$ ~,43,271__ Sie 
Investing activities : p : oo 00774) ee 
Financing activities 692,289 3,817 
Pro rata share of changes in cash and cash equivalents of joint ventures $ 32,786 $ 8,616 
1999 1998 
Contracts |INDrOstess wa ae. ee ee, ee = _$ 120,973  —— $ 220,656 
Inventories le ia ee ne ree en Seer cee |! Ne es ___ 183,886 — __ 116,713 
Downpayments on inventories (144,043) (78,604) 
$ 160,816 $ 258,765 


5. Capital assets 


1999 1998 

Accumulated Accumulated 
Cost depreciation Cost depreciation 

Excluding Highway 407 : EN pe ce a eee 
Buildings and surface installations _ Sie eeeseay yey e20d0e. S| 90804 | 517265 
eo en eee nie ee eee 7200 SGI na OS 4O2). | 1) 66,348 48,527 
Office furniture and. computerequipment = 52,927 = 120,124 148,825 111,393 
Other 23,840 13,154 22,039 115933 
341,355 206,848 328,046 189,108 
Toll highway and concessionright 851,064 8118 = 
tier) : SS 907 meee 2 SARS) Tn > : 
884,968 5,467 = = 
1,226,323 $242'315 328,046 $ 189,108 
Accumulated depreciation 212,315 189,108 eae tae 

Net book value $ 1,014,008 $ 138,938 


Toll highway and concession right includes an amount not being depreciated of $182,000,000 (including capital- 
ized interest of $15,171,000) with regard to the highway extension construction projects. Depreciation on these 


amounts will commence upon substantial completion of these projects. 


_6. Other assets 
1999 1998 
Bellis HIRD aViA0/ Ml earns ese eye re eee reo in el Eee 
Investments ae Ts eee ae MOG TN POE BG a — $ 40,907 $8,099 
Good Wia ee eee ase ee eee eae ee ters AG, 136 50,743 
Ssubordinatedioamto mishweay-A07) ss hee U8 Cerise a ar 25,790 ea 
Giro hs 31,307 20,347 
144,140 79,189 
Reserve funds and deferred charges 66,589 - 
$ 210,729 $ 79,189 


Subordinated loan to Highway 407 represents the amount due to the Company by 407 International Inc., 


relating to drawdowns on the subordinated credit facility of $35,292,000 after consolidation eliminations of 
$9,502,000. The terms and conditions of this subordinated loan are described in note 7 as part of long-term 


debt related to Highway 407. 


37 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


38 


a 


b 


~— 


~— 


Long-term debt 


Recourse 

The Company has access to committed long-term revolving lines of credit with banks, upon which it may bor- 
row at variable rates not exceeding prime rate plus 0.5%, up to a maximum of $255,000,000 of which $155,000,000 
can also be used for documentary credit. As at December 31, 1999, $184,085,000 of these credit lines remained 
unutilized, the difference of $70,915,000 was used for the issuance of documentary credit. Commitment fees are 
paid under such lines of credit. Also, the Company has other lines of credit specifically limited to documentary 
credit purposes. All the above-mentioned lines of credit, which have recourse to the general credit of the Company, 
are unsecured and subject to negative pledge clauses. 


Non-recourse 
The debt described below is non-recourse to the general credit of the Company. 


1999 1998 
Highway 407 _ : e 
Senior bonds: ae ' ¥ - _. eee 
Series 99- Al to A3 and Series 99- AB, bearing interest at rates between 
6.05% and 6.75%, maturing between October 18, 2006 and July 27,2039, Des Ne $381,848 See 
Series 99-A4 to A7 (“Real Return Bonds’), bearing interest at 5.328% maturing 
between December 1, 2016 and December 1, 2031 eee ws. ae es. = 139,663. ae 
Senior bridge credit facility yee a ,. = PoE ees aN. ___ 14 167,589 
Junior bridge credit facility x p Jes. bop at enn’ Sa ge 39,890 eee os 
Subordinated credit facility ent if =. Re re _ .. \ 37,038 
Subordinated convertible debenture ae a es Pee, OS 35,501 ae 
Other 767 = 
802,296 - 
Company's Headquarters | 0 te foe ie 
Loan bearing interest at 9.39%, secured by a first ranking hypothec ona building 
complex, the Company’s headquarters, including a hypothec upon all rents payable 
in respect of such property, repayable in equal monthly installments, maturing in 
2008 with a balance of capital repayment of $25.4 million at maturity. Recourse 
is limited to the assets which have been given as security for thisloan. ‘. ‘as a 38,503 39,530 
Other 2,975 Snide 
Total non-recourse long-termdebt Lei Ee A ee es ae we 843,774 = = 42,643 
Less portion due within one year 2,863 ZD1S 
Long-term portion of non-recourse debt $ 840,911 $ 40,068 


Highway 407 
The senior bonds, bridge credit facilities and subordinated credit facility are secured under a Master Trust 
Indenture (the “Indenture”), which establishes common security and a set of common covenants given by 


‘407 International Inc. for the benefit of all its lenders. The security comprises substantially all of the assets of 


both 407 International Inc. and the Concessionaire, including an assignment of future revenues. 


In addition, the Company, its partner, the partner’s parent company and the Convertible Debenture holder have 
pledged, as security for obligations under or pursuant to the Indenture, but only for as long as any amounts 
drawn under the senior and junior bridge credit facilities remain outstanding, all of their interest in shares, 
debentures and subordinated debt of 407 International Inc. held by them. 


Recourse for such indebtedness is limited to the assets which have been given as security for such indebtedness. 


Z._Long-term debt (continued) 


Senior bonds 

Interest is payable semi-annually except for Series 99-A3 bonds, where interest becomes payable commencing 
January 27, 2005S. The principal amount of the bonds is all repayable at maturity except for Series 99-A3 bonds 
which are amortizing bonds repayable in fixed semi-annual scheduled installments including interest and princi- 
pal (Company’s proportionate share: $3,022,000), commencing January 27, 2005. The Company’s proportionate 
share of the principal amount for Series 99-A3 bonds was $59,613,000 as at December 31, 1999. 


Interest on the Real Return Bonds is payable semi-annually commencing June 1, 2004. The interest payable will 
be adjusted for inflation or deflation based on changes in the Consumer Price Index (“CPI”) for Canada. The 
inflation component is discounted over the term of the bonds based on the spread between long-term bond 
yields and the real return rates for similar financial instruments, and charged to expense. Taking into account the 
inflation factor, the interest expense for 1999 on Real Return Bonds resulted in rates ranging from 6.85% to 
7.50% depending on the particular series. 


The senior bonds are redeemable in whole or in part at the option of 407 International Inc. Pursuant to the 
Indenture, 407 International Inc. established reserve funds for each series of bonds. 


Bridge credit facilities 

The senior and junior bridge credit facilities bear interest at floating rates based, at the option of 407 Interna- 
tional Inc., on the prime rate for Canadian dollar loans, the interbank bid rate for Canadian dollar bankers’ 
acceptances and the Eurodollar rates for Canadian dollar deposits, in each case plus the margin applicable to 
such rates. The margin for the bridge credit facilities varies during the term of the facilities as follows: (i) for the 
senior bridge credit facility, from 1.75% to 2.50% for Eurodollar rates and Canadian dollar bankers’ acceptances 
and 1.00% to 1.75% for prime rate Canadian dollar loans (ii) for the junior bridge credit facility, from 4.25% to 
7.50% for Eurodollar rates and Canadian dollar bankers’ acceptances and 3.50% to 6.75% for prime rate 
Canadian dollar loans. The Company’s proportionate share of the principal amounts, as at December 31, 1999, 
are due on May 5, 2001 ($87,044,000) and May 5, 2002 ($80,545,000) for the senior bridge credit facility and 
November 5, 2002 for the junior bridge credit facility. 


Subordinated credit facility 
On May 3, 1999, 407 International Inc. entered into a non-revolving term loan facility with the Company, 
its partner, the partner’s parent company and the Convertible Debenture holder. The facility is fully subordi- 
nated in right of payment of principal and interest to the indebtedness under the bridge credit facilities and 

~ the senior bonds. The facility bears interest at the bankers’ acceptance rate for Canadian dollar-denominated 
bankers’ acceptances plus a margin between 4% to 6%. In the event that any of the subordinated debt remains 
outstanding as at the maturity date of May S, 2007, such maturity date shall automatically be extended to 


December 31, 2045. 


Subordinated convertible debenture 

During 1999, 407 International Inc. issued a $125,000,000 unsecured Convertible Debenture maturing on 
December 31, 2045 and bearing interest at the rate of 6% per annum until May S, 200S. The rate of interest will 
increase by one-quarter of one per cent on such date and at the end of each six months thereafter up to a maxi- 
mum of 8% per annum from November 5, 2008, calculated and compounded semi-annually. The principal 

and interest is not repayable prior to May 5, 2005, and, from that date, shall only be payable in the event that 
407 International Inc. has funds which it shall not be required to pay or retain to avoid default under the terms 
and conditions of the senior bonds, bridge credit facilities and the subordinated credit facility. During the period 
of twelve months from May 5, 2004, the Convertible Debenture holder has the option to convert all or a portion 
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amount of the Convertible Debenture into common shares of 407 International Inc. on the basis of one com- 
mon share for each dollar of the principal amount of the Convertible Debenture. If the Convertible Debenture 
holder fully exercises its option, the Company’s participation in the common shares of 407 International Inc. 
would be 22.58%, instead of the current 26.92% equity participation. As at December 31, 1999, the Company’s 


proportionate share of the Convertible Debenture, including accrued interest was $35,501,000. 
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c) Long-term debt is due as follows: 
2000 2001 2002 2003 2004 Thereafter 
Excluding Highway 407, $2,823 $2,030.25 $5 Sha) ee oN 937 ee ee $ 1,685 $31,902 
Highway 407 40 87,090: 120,476 40 40 594,610 
$ 2,863 $ 89,120 $ 121,975 Oh pevAy Sle $ 626,512 
8. oth liabilitl 
1999 1998 
Excluding Highway 407 Pe. Sr I 
Employee future benefits es ne eee _. S 15,495 
Future income tax liability : nalts 2 wee ie een ae een 5 422) 
Other 11,487 7,473 
32,404 13,446 
Highway 407 — ae. oe 7 at E : _ el ent 
Deferred gains on interest rate hedging 8,695 ~ 
$ 41,099 $ 13,446 
9. Share capital 
a) Authorized 


b 


~— 


= Unlimited number of common shares 
= Unlimited number of first preferred shares and second preferred shares 


The Board of Directors is authorized to issue such preferred shares in one or more series and to establish the 


number of shares in each series and the conditions attaching thereto, prior to their issue. 


Stock option plans 


In 1995, the Company adopted a stock option plan (1995 Plan) under which it is authorized to grant options to 
non-employee directors and to certain key employees of the Company for the purchase of shares up to the limit 
permitted by law. Options may only be exercised two years after the date of the grant for a period not exceeding 
five years (“the exercise period”). Options are exercisable at the market value of shares on the date of the grant. 
Options terminate upon cessation of employment or resignation, except in cases of death or Company-approved 


retirement. 


In 1997, the Shareholders of the Company increased the number of shares available for options under the 1995 
Plan from 2,161,008 to 4,900,000. Concurrently, the Company amended the 1995 Plan, notably by reducing the 


exercise period to four years with respect to options which may be granted from March 1997. 


Cc 


ost kal (continued 


~~ 


The options granted and outstanding at year-end are as follows: 


Exercise price Options outstanding at year-end 
Year granted ($/share) 1999 1998 
1995 Plan 
1995, __ : : , —fOT _ SAD950 700,000 
[one Sey Peis pe Bea were ere Oe _ 60,000 _ 60,000 
WG! tea Cees oS eee Sei ee eee ee IO A. 651,600: 693,900 
192 0)s 2 pie ee. 10,000 10,000 
AS Se Ee ee eee : 11.30 923,000 952,000 
1997 5 ' i 1673 26,500: _ 26,500 
A =) aes Ore WL ak Pr ea ee 16.93 616,000 656,000 
We J 13.00  ——- 247,500 257,500 - 
1998 s A NO 15,200 15,200 
19935) : 10.10 == 18,000 18,000 
WA i (too, 000) = 
ee ee nee eee 2 a ae ee Oe LO, O00 = 
1999 11.05 12,750 = 
3,309,000 3,389,100 
1991 Plan 
(794 oe re Lage ee ee ee eee OS Oy as 169,785 
1994 5.71 = 64,069 
= 233,854 
The number of options varied as follows: 
1999 1998 
Balance atbeginningofyear ee ee 8 022,998, _ 3,950,890 
Granted : 195,250 294,700 
EXeICiccU Le ae rt ka EK te al eee ieee? a eee ee 1 (398,079) (516,261) 
Cancelled (111,125) (106,375) 
Balance at end of year 3,309,000 3,622,954 


Redemption of shares 


In May 1999, the Board of Directors authorized the renewal of a normal course issuer bid to purchase, for 
cancellation, on the open market, up to a prescribed maximum number of shares within a one-year period. 


This program requires annual approval by the Board. 


The redemption of shares for 1999 and 1998 are as follows: 


1999 1998 

Redeemed and cancelled URE: Ft ee en! on AS ane , hae 
_ Portion allocated to share capital a. : z eS a 49 $216,525 
Portion allocated to retained earnings 17,410 23,820 
$ 31,159 $ 40,345 
Number of shares 2,669,000 3,661,760 
Average redemption price per share $ 11.67 $ 11.02 
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A0nIKE soe aeeea Fj 


The following are included in the consolidated statements of income: 
1999 1998 


Excluding Highway'407° 0. eee ue See ee 


Depreciation and amortization of capital assets and other assets $2 25,600 
$ 


Amortization of goodwill ; $ 7,786 


28,1 171 


Interestrevenues SES eee of Tie gala ee a 1,155) “ah ee (4,639) 
Interest onlong-termdebt a o= nee set oie ea ae $ 7,094 Ss A267 
Highway 407.0) se ee J eee 22 eee oe 
Depreciation and amortization of capital assets and other assets ee hns $$. 5477 ee = 
Interest revenues NW 2 be Se i eee es io. ee rs 010)  _% - 
Interest on long-term debt $ 24,079 $ - 


11. Income taxes 


Temporary differences and tax loss carryforwards which give rise to future income tax assets and liabilities, 


as at December 31, are as follows: 
1999 1998 


Excluding Highway 407 


provision andresenves 
Taxlosscarryforwards Ds ae eae he ee eS Dee 14,616 16,924 


Contracts in progress and inventories oe 5 (OY ait 5 A ta ale (13,712) a (21, 976) 
Future employee benefits a ae ee igang Se Sas Pat 6,298 - a 


Capital assets _ : = oA seme ae oS (29, 242) _ mc: 645) 


Other 3,448 1,674 
(679) 730 


Highway 407 — ‘3 We “a byl ae Bsey eae ae, es i ah =e 

Tax loss carryforwards- , *. a ca aS = ae She ee _.8,809 ae = 
Deferred gains _ on 8 ae = ora — 3,879. ee 
Capital assets (12, 688) | - 


Future income tax asset (liability), net $ (679) $ 730 


Recorded as follows: — i pe es, a 7 sae (Sa eo 
Future income tax asset (liability) - current $ 4,743 $ (238) 


Future income tax asset (liability) —- long-term $ (5,422) $ 968 


11._Income taxes (continued) 


The effective income tax rate in the Company’s consolidated statements of income differs from the statutory 


Canadian tax rates mainly as a result of the following: 
1999 1998 


Amount % Amount % 


Excluding Highway 407-0 baka & a gtye Us hey ey oO CE eee eel oe eae M 
Income tax atstatutoryCanadianrates = | $$ 30,334 | CAOAW . 2Sn 28/337 404 
Increase (decrease) resulting from: 


_Non-deductibleexpenses 4,117 s ; : ci 5.5 a . 3,801 7 i 5.4 
_Net losses in foreign jurisdictions not affected by tax ee Se ee 2/0742 a Nag 2.9 
__Effectofforeigntaxrates re a 16 OS) 879) eee) 
__ Manufacturing and processing deduction = Ph (1,026) (1.4) ERAS ees (1.3) 
Other (4,339) (5.8) (2,931) (4.2) 
25,514 34.0 24,549 35.0 
RUSNWOV AO) me he Seat clin Dts. BY a a ‘asa Rees A 
Income tax (recovery) at statutory Canadian rates: U4 182) 2 a ee (44:6) ge ss 
Increase resulting from: rae Pe ase : ee 
__ Tax effect of unused taxlosses__ cued ee eer eee ee AAO Pee = i = 
Other 56 0.4 = = 
56 0.4 = = 
Total income tax expense $ 25,570 41.3 GS Bal eyete) 35.0 
Currentincome taxexpense 29 520,605 utr s fot. S 82,837 
Future income tax expense (benefit) 4,965 (8,288) 
$ 25,570 $ 24,549 


The unused tax losses carried forward of Highway 407 were $9,372,000, which are available to offset its taxable 
income for the next seven years. Future income tax asset related to unused tax losses will be recorded when 
taxable income is generated or it is otherwise deemed appropriate. 


; iali 


a) Fair value of financial instruments 
The estimated fair value of the Company’s financial instruments are as follows: 


Short-term financial assets and liabilities 

Cash equivalents and short-term investments consist principally of high grade financial instruments. Due to the 
short duration of such investments, their carrying amount approximates their fair value. For other short-term 
financial assets and liabilities, the carrying amounts are a reasonable estimate of the fair values of these items due 


to their short-term nature. 


Long-term debt 
The carrying amount and estimated fair value of the long-term debt as at December 31, 1999, was $843,774,000 


(1998: $42,643,000) and $822,614,000 (1998: $49,096,000), respectively. These amounts include the Highway 407’s 
carrying amount and fair value of its long-term debt of $802,296,000 and $778,757,000, respectively. The fair 
value was determined using public quotations or the discounted cash flow method in accordance with current 
financing arrangements. The discount rates used correspond to prevailing market rates offered to the Company 
for debt of the same terms and conditions. 
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Bank guarantees 

Under certain circumstances, the Company provides bank guarantees as collateral for the fulfillment of contrac- 
tual obligations. Certain guarantees decrease in relation to the percentage of completion of projects. As at 
December 31, 1999, the Company had outstanding bank guarantees of $203,284,000 (1998: $203,000,000) 
excluding $139,708,000 which was issued in favour of 407 International Inc. to secure committed financing 
under the subordinated credit facility (see note 7). These bank guarantees will mature over periods not exceeding 
seven years. 


Forward foreign exchange contracts 

The Company enters into forward foreign exchange contracts with banks to hedge foreign currency denominated 
assets and liabilities and foreign currency transactions against foreign currency fluctuations. The maturity dates 
of the existing forward foreign exchange contracts do not exceed three years. 


Forward foreign exchange contracts contain an inherent credit risk relating to default on obligations by the 
counterparties. The Company reduces this credit risk by entering into foreign exchange contracts with sound 
financial institutions, which the Company anticipates will satisfy their obligation under the contracts. 


The fair value of forward foreign exchange contracts generally reflects the estimated amounts the Company 
would receive on settlement of favourable contracts, or be required to pay in order to terminate unfavourable 
contracts as at the balance sheet date. The fair values are estimated by obtaining quotes from financial institu- 
tions. The fair values as at December 31, if settlement were to occur, would be as follows: 


1999 1998 
Favourable forward foreign exchange contracts, a Sey age $ 5215 Soe 
Unfavourable forward foreign exchange contracts , 878) (14,904) 


$ (1,663) $2 G53) 


Consistent with its policy not to speculate on foreign currency positions, the Company does not usually incur 
favourable and unfavourable settlement variances given that the forward foreign exchange contracts normally 
maintain their initial anticipated hedging relationships up to maturity. 


Interest rate hedging agreements 

407 International Inc. has entered into interest rate hedging agreements in the form of interest rate forward and 
swap contracts, which establish fixed interest rates against current floating rate borrowings for future bond offer- 
ings. The termination dates of these existing contracts do not exceed three years. The fair value of these remain- 
ing agreements reflects the estimated amounts 407 International Inc. would receive on settlement of favourable 
contracts, or be required to pay in order to terminate unfavourable contracts, as at the balance sheet date. As at 
December 31, 1999, all outstanding contracts were favourable. The Company’s proportionate share of the fair val- 
ues of the interest rate hedging contracts as at December 31, 1999, if settlement were to occur, would be 
$9,009,000 favourable. 


Interest rate hedging agreements contain an inherent credit risk relating to default on obligations by the 
counterparties. 407 International Inc. reduces this credit risk by entering into interest rate hedging agreements 
with sound financial institutions, which 407 International Inc. anticipates will satisfy their obligations under 
the contracts. 


12. Fi ial i : 


b) Concentrations of credit risk 
Concentrations of credit risk with respect to accounts receivable and contracts in progress are limited due to the 


large number of clients comprising the Company’s client base, and their dispersion across different business and 
geographic areas. 


13. Pension plans and other post-retirement benefits 


The Company applied retroactively, without restatement, the new recommendations of the Canadian Institute 
of Chartered Accountants with respect to employee future benefits. As such, the January 1, 1999 consolidated 
accounts reflect an adjustment to retained earnings of $5,725,000 as well as a reduction of future income tax 
liability of $3,781,000 and an increase of other liabilities of $9,506,000. 


The Company and certain of its subsidiaries offer a Group Registered Retirement Savings Plan combined with a 
Deferred Profit Sharing Plan for which contributions are recorded as expenses in the year in which they are 
incurred (1999: $9,264,000; 1998: $9,388,000), as well as Defined Benefit Pension Plans which provide pension 
benefits based on length of service and final pensionable earnings. 


For its defined benefit pension plans, pension expense (1999: $2,205,000; 1998: $2,242,000) and accrued benefit 
obligation are determined based on weighted average rates of actuarial assumptions, which include a discount 
rate of 7.0% (1998: 8.0%), an expected long-term rate of return on plan assets of 7.0% (1998: 8.0%) and a rate of 
compensation increase of 3.5% (1998: 4.0%). Based on the actuarial extrapolation, as at December 31, the fair 
value of pension plan assets and the accrued pension benefit obligation are as follows: 


1999 1998 
Pension planassets = e — $ 103,314 = $ 105,006 
Accrued pension benefit obligation pee 2 103,217) 126,012 


As at December 31, 1999, the obligation for other post-retirement benefits amounted to $7,303,000. 


14. Contingencies 


The Company and certain of its subsidiaries have been named as defendants along with other parties in a num- 
ber of class action lawsuits and other actions filed in Canada and the United States by or on behalf of sharehold- 
ers of Bre-X Minerals Ltd. and Bresea Resources Ltd. seeking to recover damages allegedly sustained by them as a 
result of the Bre-X affair. The complaints with respect to these actions generally allege that the Company and/or 
its subsidiaries were negligent, negligently or fraudulently misrepresented or failed to disclose information relat- 
ing to Bre-X’s Busang gold project, and violated US securities laws. The Company denies these allegations and is 
vigorously contesting these lawsuits. These lawsuits remain at an early stage, and as litigation is subject to many 
uncertainties, it is not possible to predict the ultimate outcome of these lawsuits or to estimate the loss, if any, 
which may result. However, management believes that the Company’s subsidiaries have acted professionally and 
appropriately at all times in carrying out the work which was performed in connection with Bre-X’s Busang proj- 
ect and, after having consulted with legal counsel, believes that the Company and its subsidiaries have strong 
grounds to contest these claims. The Company’s insurers have been advised of these claims and are cooperating 
with the Company in the defense of these lawsuits subject to policy deductibles, limits, and terms and conditions. 
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In the normal conduct of operations, there are other pending claims by and against the Company. Litigation 

is subject to many uncertainties, and the outcome of individual matters is not predictable with assurance. 

In the opinion of management, based on the advice and information provided by its legal counsel, final determi- 
nation of these other litigations will not materially affect the Company’s consolidated financial position or 
results of operations. 


Commitments 


Commitments for annual basic rental under long-term operating leases are as follows: 


46 


2000 2001 2002 2003 2004 Thereafter Total 
$ 14,825 $ 10,548 $ 8,449 $ 4,394 $ 2,988 SSE $ 51,097 


The Company’s operating segments are grouped by sectors of activities, described as follows: 


«= Chemicals and petroleum segment is comprised of operations in the oil and gas sector, from upstream pro- 
duction to downstream processing, as well as in chemical and fertilizer plants. 

« Infrastructure segment is engaged in a full range of activities in infrastructure projects (including rail-based 
rapid transit systems, roads, airports, buildings), water well drilling, systems implementation as well as gen- 
eral engineering and environment. 

« Mining and metallurgy segment provides a full range of services for the treatment of ores and recovery of 
minerals and metals. This segment also includes aluminum industry projects. 

= Power segment is engaged in hydroelectric, nuclear and thermal power generation, power transmission and 
distribution projects. 

= Defence segment mainly includes the manufacturing of ammunition for the military and paramilitary mar- 
kets. Also included in this segment is the manufacturing of fire detection and suppression systems. 

» Highway 407 segment, representing the Company’s proportionate share of 407 International Inc. results, 
after consolidation eliminations, consists of the operation, maintenance and management of highway 407. 

» “All Other” segment regroups activities of several sectors, including infrastructure and facilities manage- 
ment, telecommunications, pharmaceutical, agrifood, pulp and paper as well as other industrial plants. Also 
included in this segment is the Company’s equity investment in special-purpose companies. 


The accounting policies for the segments are the same as those described in the Summary of significant account- 
ing policies (note 1) except for imputed interest calculated on non-cash working capital position. The Company 
evaluates segment performance, except for Highway 407, using operating income net of imputed interest which 
is charged monthly to the segments at a rate of 10% per annum resulting in a cost or revenue depending on 
whether the segment’s current assets exceed current liabilities or vice versa. Corporate general and administrative 
costs are allocated based on the gross margin of each segment. Income taxes are not allocated to segments. 
Highway 407 is evaluated using net income (loss), net of consolidation eliminations. 


Revenues by category reflect the Company’s activities in services, packages and diversified operations. 


Revenues by geographical segment have been allocated according to project location. 


Ane lise! coutinned 


The Company has numerous clients. In any one year, a given client may represent a material portion of the 
Company’s consolidated revenues due to the size of a particular project and the progress accomplished on 
such project. 


Years ended December 31: 1999 1998 
Operating Operating 
Revenues Income (loss) Revenues Income (loss) 
Excluding Highway 407, dig {x Naat eee scat atid = —_ 
_ Chemicals and petroleum _ $ 248,350 $ 16,738 $ 441,148 $ 48,304 
antrastnmictive; 298,477 n377201 352,488 _ (5,602) 
_ Mining and metallurgy 240521 a 4,476 — 240,417 9,601 
“Power 139,905 __ (4,576 125,703 W878 
_ Defence _ : 171,518 12,859 175,394 11,068 
All Other 175,353 1,541 172,389 6,461 
$ 1,244,124 77,391 $ 1,507,539 71,705 
Reversal of total imputed interest cost 
___ included in segment operating income _ 4,244 Log 
ae oodwillamortization (7,786) _ (7,513) 
Interest revenue (expense) and capital taxes 1,191 (4,031) 
_ Income before income taxes 75,040 70,140 
Income taxes (25,514) (24,549) 
Net income excluding Highway 407 49,526 45,591 
Highway 407, net loss (13,222) - 
Net income $ 36,304 Smeal 


Details of the Company’s proportionate share of Highway 407 results for the year ended December 31, 1999, are: 


Revenues (diversified), before consolidation eliminations of $3,478 $ 30,187 
Gross margin, after deducting $5,477 of depreciation and amortization 15,264 
Administrative, marketing and other expenses : 59) 
Interest expense and capital tax (23517) 
Loss before income taxes _ (9,372) 
Income taxes (1,346) 
Net loss, before consolidation eliminations _ i — (10,718) 
Consolidation eliminations (2,504) 
Net loss, net of consolidation eliminations Sls,222) 
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16. liscl : 
At December 31: 1999 1998 
Excluding Highway 407 a eae ae be aden or ae sie Gee se ie Je ae 

Segment non-cash working capital position, eee ee > ah 
__ Chemicals and petroleum _ ‘ ay $222,155) ae (8,851) 
Infrastructure Ae : wait ee (45,044) (45,261) 
Mining and metallurgy _ NE ces A ut ss «B25) 12,663 
Power _ 2 : 2 Say We al Ne gee eae _ (20,325) (8,009) 
SDelence: ot at eee ee uci Se 50,542 38,386 
All Other (2,069) (561) 
Total segment non-cash working capital position — net liabilities (39,376) (11,633) 
Current liabilities included in segment non-cash working capital position ____ $11,933 oe 
Cash and cash equivalents, short-term investments _ i ea 195,897 eae 
Capital assets and other long-term assets 278,647 218,127 
Total assets excluding Highway 407 847,101 985,535 
Highway 407 996,340 = 


Total assets 


$ 1,843,441 $ 985,535 


Revenues by category 


$ 531,082 $_537,887 


SOIVICES = = ey a : ’ Hi 20 
Packages wee 6 438,830 687,828 
Diversified 300,961 281,829 
$ 1,270,833 $1 5077532 
Revenues by geographic segment Qe ae 
Canada) 2): <2 28 Sere ie vee aia ee : : ek oe $587,579 $588,823 
Africa _ BEE Sales ee ee tet ee 210,131 417,239 
Asia e 199,734 171,332 
Europe : 99,864  —_—«98,878 
LatinvAmericay p(s 280 ie oar ei a gs a es wre oe ane ea ee 91,449 110,853 
Other 82,076 120,414 


$ 1,270,833 $ 1,507,539 


Capital assets and goodwill 
(at December 31) 


Canada a Bid i i eet _ 
Excluding Highway 407 _$ 176,184 S| 182725) 
Highway 407 > ; 879,501 7 = 

Outside Canada 4,459 7,450 

$ 1,060,144 $ 189,681 


17. Comparative figures 


48 


Certain 1998 figures have been reclassified to be comparable with the 1999 presentation. 
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Finance 


Robert Leboeuf 
Executive Vice-President 


Normand Morin 
Executive Vice-President 


Roger Nichol 
Executive Vice-President 


Michael Novak 
Executive Vice-President 


Robert Tribe 
Executive Vice-President 


Klaus Triendl 
Executive Vice-President 


Corporate 


Marylynne Campbell 
Senior Vice-President 
Human Resources 


Louis Dagenais 
Vice-President 
Information Technologies 


Keith Carrier 
Co-Chairman 
Risk Evaluation Committee 


ichael loffredi 
Vice-President and Controller 


Suzanne Joly 
Director 
Communications 


Hubert Lafortune 
Director 
nternal Audit 


Yves Laverdiere 
Secretary 


Charles Paul 
Vice-President 
Administration 


Yves Toupin 
Senior Vice-President 
and Treasurer 


Sylvestre Yiptong 
Director 
Taxation 


Donna K. Yoshimatsu 
Vice-President 
Investor Relations 
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Senior Vice-President 
and General Manager 


Don McLeod 
Vice-President and 
General Manager 
Edmonton 


John McNabb 
Vice-President 
Special Projects 


Leigh Myers 
Director 
Pipelines 


Ed Vogelgesang 
Vice-President 
Operations 


Mining and Metallurgy 


SNC-Lavalin Engineers and 
Constructors Inc. 

Roger Nichol 

President 


Wayne Boyd 
Executive Vice-President 


Paul Semple 
Vice-President 


Jonathan Clegg 
Vice-President and 
General Manager 


Kilborn Engineering Pacific Ltd. 


C. Harry Sambells 
Director 
Calgary 


Yash Sthankiya 
Vice-President and 
General Manager 
Winnipeg 


Fenco Engineers and 
Constructors 

Vulcan Mutler 
President 


Aluminum 

John Barter 

Senior Vice-President and 
General Manager 


Robert Minto 
Vice-President 
Technology and 
Project Development 


Adrian Owens 
Vice-President 
Operations 


Paul Dufresne 
Senior Vice-President and 
General Manager 


Essam Farag 
Vice-President 
Turnkey Projects and 
Small Hydro 


Alfred Hanna 
Vice-President 
Hydroelectric Power 


Tony Rosato 
Vice-President 
international Marketing 


Satish Sud 
Vice-President 
Power Systems 


Vancouver 

Dave Parsons 
Vice-President and 
General Manager 


Nigel Ratledge 
Senior Vice-President 
Thermal Power 


Stanley Ridley 
Senior Vice-President 


Daniel Tokateloff 
Directeur 
Thermal Power 


Power Development 
Lance S. Howard 

Senior Vice-President and 
General Manager 


Peter Langlais 
Vice-President 


Alain Poplemon 
Vice-President 


Geoffrey D. Stewart 
Vice-President 


Canatom NPM Inc. (Nuclear) 
Rene Godin 
President 


Infrastructure 


Mass Transit Systems 
Robert Tribe 
President 


Robert Adachi 
Senior Vice-President 


Jen Liew 
Senior Vice-President 


Mark Loader 
Senior Vice-President 


Construction 
Sami Bebawi 
President 
Socodec Inc. 


= Réjean Carrier 
Senior Vice-President 
Operations 


Raymond Fortin 
Senior Vice-President 
Infrastructure — Water Sector 


Michel Brossard 
Vice-President 
International 


Jacques Tremblay 
Vice-President 
Construction 


Riadh Ben Aissa 
Vice-President 
Business Development 
Tunisia and Libya 


Hani Keira 
Vice-President 
International 


Infrastructure and Buildings, 


Environment 


Québec 

Luc Lainey 

Senior Vice-President and 
General Manager 


Benoit Demers 
Vice-President 
Environmental Mining 


Amin Khouday 
Vice-President 
Structure & Transportation 


Jean Lefebvre 
Vice-President 
Marketing 


Sylvie Letendre 
Vice-President 


Municipal & Sanitary Engineering 


Pierre Lundahl 
President 
SNC-Lavalin Environment Inc. 


Henri Madjar 
Vice-President 
Geotechnical Engineering 


Bechara Safi 
Vice-President 
Technology 


Jacques Sarrailh 
Vice-President 
Environment 


Ontario 

Douglas Hodgins 
Vice-President and 
General Manager 
General Engineering and 
Environment 


Joti Chakraburtty 
Vice-President 
International Projects 


Albert Sweetnam 
Vice-President 
Major Projects 


Maritime Provinces 
Marcel Aucoin 
Regional Vice-President 


New Brunswick 

Robert Kieley 

Manager 

Fenco Shawinigan Engineering 
Limited 


Newfoundland and Labrador 
Albert Williams 

Senior Vice-President and 
General Manager 


Bassem Eid 
Vice-President 
Ports, Marine & Environment 


Elwood Reid 
President 
BAE-Newplan Group Limited 


British Columbia 
Scott Anderson 
Vice-President 
Infrastructure 


Industrial 


Québec 

Pierre Duhaime 

Senior Vice-President and 
General Manager 


Roland Boulos 
Vice-President 
and Project Manager 


Denis Dallaire 
Vice-President 
Pulp and Paper 


Adrian Owens 
Vice-President 
Engineering 


George Rode 
Vice-President and 
Project Manager 


Andrew Sharp 
Vice-President 
Operations 


Gilbert Villeneuve 
Vice-President 
Construction 


Ontario 

Feroz Ashraf 
Vice-President and 
General Manager 


Emerging Sectors 


Infrastructure Development 
and Management 

Philippe Lamarre 

Senior Vice-President and 
General Manager 


Francois Depelteau 
General Manager 
LibanPost S.A.L. 


Philippe Lamarre 

Chairman 

ProFac Facilities Management 
Services Inc. 


Telecommunications 
John Babulic 

President 

Expertech Network 
Installation Inc. 


Marc Leroux 
President 
Spectra Telecom ST Inc. 


Pharmaceuticals and 
Biotechnology 

Jean Beaudoin 
Vice-President and 
General Manager 
Pelleron (1998) Inc. 


Agrifood and Agriculture 
Jean-Marc Arbaud 
Vice-President and 
General Manager 


Luc Audet 
President 
SNC-Lavalin Audet 


Defence 


SNC Technologies Inc. 
Robert Leboeuf 


President 


André Breton 
Vice-President 
Operations 


Marc Delahaut 
Vice-President 
Marketing 


Emile Laroche 
Vice-President 
Engineering and Development 


Securiplex Inc. 
Maher Hanna 
President 


SNC-Lavalin Financing 


SNC-Lavalin Capital 
Christiane Bergevin 

Senior Vice-President and 
General Manager 


Patrice Duval 
Vice-President 
Project Financing 


Dominic Forest 
Manager 

Financial Assessment 
Department 


Hans Kuiken 
Director 
Project Financing 


Richard Massé 
Vice-President 
Project Financing 


Chantal Rougerie 
Vice-President 
Project Financing 


Esther Tse 
Vice-President 
Project Financing 


SNC-Lavalin Equity 
Pierre Anctil 

Senior Vice-President and 
General Manager 


Hermance Bernier 
Vice-President 


Jean Daigneault 
Vice-President 


Stéphane Mailhot 
Vice-President 


SNC-Lavalin Assurance 
Claude Boudreault 
Vice-President and 
General Manager 


407 International Inc. 


José Maria Lopez de Fuentes 
President and 
Chief Executive Officer 


Morrey Rae Hutnick 
Vice-President 
Marketing 


Kenneth Walker 
Chief Financial Officer 


SNC-Lavalin International 


Offices in Canada 
Michael Novak 
President 


Robert G. Blackburn 

Senior Vice-President 
Government and International 
Development Institutions 


Erick P. Blanchette 
Director 
Near and Middle East 


Ron Denom 
Senior Vice-President 
Eurasia 


Kamal Francis 
Senior Vice-President 
Latin America 


Lloyd Girman 
Senior Vice-President 
Aboriginal and Northern Affairs 


Daniel Grabowski 
Vice-President 
Eurasia 


Raymond Leroux 
Senior Vice-President 
Africa 


Main Offices Outside Canada 


Algeria 

Pierre Léegaré 

Vice-President and 

General Manager 
SNC-Lavalin Maghreb S.A.R.L. 


Australia 

Laurie Barlow 

Vice-President and 

General Manager 
SNC-Lavalin Australia Pty Ltd. 


Belgium 

Marc Capelle 

Senior Vice-President and 
General Manager 

S.A. SNC-Lavalin Europe N.V. 
S.A. Coppée-Courtoy N.V. 


Guy Davister 
Vice-President 
Marketing and Sales 


Guy Dury 
Director, Brussels 


Michel Jourdan 
Director, Liege 


Dirk Vervaeck 
Director, Antwerp 


Chile 

John Romita 

Senior Vice-President and 
General Manager 
SNC-Lavalin Chile S.A. 


China 

Rod Scriban 

President 

Beijing SNC-Lavalin 
Investment Consulting Co. Ltd. 


Lujiang Fan 
Vice-President 


Egypt 

Jean Demers 

Senior Vice-President 

Near and Middle East 
SNC-Lavalin International Inc. 


France 

Jean-Claude Pingat 

President and General Manager 
Pingat Ingénierie S.A. 


Jean-Michel Convert 
Director 
Agrifood 


Patrice Delcourt 
Director 
Construction 


Philippe Dreémont 
Director 
Marketing and Sales 


Aziz Rajabaly 
Director 
Industrial Process 


Jean-Pierre Mourez 
Vice-President 

Africa 

SNC-Lavalin International Inc. 


Haiti 

Bernard Chancy 
President 

Société d’expertise et 
d'ingénierie LGL S.A. 


Honduras 

Mercedes del Castillo 
Vice-President 

Central America 

SNC-Lavalin International Inc. 


Hungary 

Endre Bundai 

General Manager 

Pingat Ingenieria Hungara KFT 


India 

Khalid A. Baig 
Director 

Power Development 
SNC-Lavalin Inc. 


Indonesia 

Larry Johnson 
General Manager 
P.T. SNC-Lavalin-TPS 


Nick Lee 

Vice-President 

East Asia 

SNC-Lavalin International Inc. 


Israel 

Zvi Lerner 

Vice-President 

Israel, Palestine, Poland and 
Turkmenistan 

SNC-Lavalin International Inc. 


Ivory Coast 

Roland Arsenault 
Vice-President 

East, Southwest and 
Central-West Africa 
SNC-Lavalin International Inc. 


Kazakhstan 
Nurbergen Balgimbaev 
Director 

Kazakhstan 
SNC-Lavalin Inc. 


Malaysia 

J. Krish Krishnamurti 

Senior Vice-President 

Asia 

SNC-Lavalin International Inc. 


Mexico 

William Polushin 
Vice-President 
Mexico and Carribean 
SNC-Lavalin Inc. 


Peru 

Graham Speirs 
General Manager 
SNC-Lavalin Peru S.A. 


Philippines 
Mel Samson 
Director 
Philippines 


SNC-Lavalin International Inc. 


Gerardo Garcia 
Deputy Director 


Russia 

Yuri Kotliarov 
Director 
Russia 


SNC-Lavalin International Inc. 


United Kingdom 

Tim J.A. Smith 
Vice-President and 

General Manager 
SNC-Lavalin Europe Limited 


United States 
David W. Brown 
Representative 
International Development 


SNC-Lavalin International Inc. 


Joseph Shirley 

Senior Vice-President and 
General Manager 
SNC-Lavalin America Inc. 


Venezuela 

Mark Bergman 

Senior Vice-President 
Operations 

Socodec Venezuela C.A. 


Alida Pineda 
Director 


= Member of the Management 
Committee 
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MAIN OFFICES 


Canada 


Québec 


Montréal 

Head office 

455 René-Lévesque Blvd. West 
Montréal, Quebec 

H2Z 1Z3 

Telephone (514) 393-1000 
Direct dialing (514) 393-8000 
Fax (514) 866-0795 

Telex 055-61250 SNC MTL 


2271 Fernand-Lafontaine Blvd. 
Longueuil, Quebec 

J4G 2R7 

Telephone (450) 651-6710 

Fax (450) 651-0885 


275 Benjamin-Hudon Street 
Saint-Laurent, Québec 

HAN 131 

Telephone (514) 331-6910 
Fax (514) 331-7632 


Canatom NPM Inc. 

2020 University Street 
Suite 2200 

Montréal, Québec 

H3A 2A5 

Telephone (514) 288-1990 
Fax (514) 289-9300 


Pellemon (1998) Inc. 

8000 Décarie Blvd. 

3rd floor 

Montréal, Québec 

H4P 2S4 

Telephone (514) 735-5651 
Fax (514) 737-7988 


ProFac Facilities Management 
Services Inc. 

615 René-Lévesque Blvd. West 
Suite 500 

Montréal, Québec 

H3B 1P5 

Telephone (514) 876-4000 

Fax (514) 876-1664 


Securiplex Inc. 

549 Meloche Street 
Dorval, Québec 

HOP 2W2 

Telephone (514) 633-1000 
Fax (514) 633-8338 


SNC Technologies Inc. 

5 Montée des Arsenaux 
Le Gardeur, Québec 

J5Z 2P4 

Telephone (450) 581-3080 
Fax (450) 585-7302 


Spectra Telecom ST Inc. 

1155 René-Lévesque Blvd. West 
Suite 200 

Montréal, Quebec 

H3B 4P8 

Telephone (514) 393-3993 

Fax (514) 393-3997 


Québec City 

Polygec Inc. 

50 route du Président-Kennedy 
Suite 207 

Lévis, QUébec 

G6V 6W8 

Telephone (418) 837-3621 

Fax (418) 837-2039 


5500 des Galeries Blvd. 
Suite 200 

Québec City, Québec 

G2K 2E2 

Telephone (418) 621-5500 
Fax (418) 621-9090 


Drummondville 
SNC-Lavalin Audet 

1645 Sigouin Street 
Drummondville, Québec 
J2C 5R7 

Telephone (819) 477-7422 
Fax (819) 477-7751 


Rimouski 

Lalonde, Girouard, Letendre et 
associés Ltée 

84 Saint-Germain Street East 
Suite 222 

Rimouski, Quebec 

G5L 1A6 

Telephone (418) 723-4717 
Fax (418) 723-1571 


Thetford Mines 

Fréchette LGL et associés Ltee 
69 Notre-Dame Street South 
Thetford Mines, Québec 

G6G 134 

Telephone (418) 338-4631 
Fax (418) 338-6564 


Ontario 


Toronto 

SNC-Lavalin Engineers & 
Constructors Inc. 

2200 Lakeshore Blvd. West 
Toronto, Ontario 

M8V 1A4 

Telephone (416) 252-5311 
Fax (416) 231-5356 


ProFac Facilities Management 
Services Inc 

304 The East Mall Street 
Suite 900 

Etobicoke, Ontario 

M9B 6E2 

Telephone (416) 207-4700 
Fax (416) 207-4702 


Ottawa 

170 Laurier Avenue West 
Suite 1100 

Ottawa, Ontario 

K1P 5V5 

Telephone (613) 567-7009 
Fax (613) 567-5509 


6 Antares Drive 

Phase |, Suite 110 
Nepean, Ontario 

K2E 8A9 

Telephone (613) 228-3124 
Fax (613) 228-3127 


Sarnia 

SNC-Lavalin Engineers & 
Constructors Inc 

265 North Front Street 
Suite 301 

Sarnia, Ontario 

N7T 7X1 

Telephone (519) 336-0201 
Fax (519) 336-0209 


Atlantic 


St. John’s 

BAE-Newplan Group Limited 
1133 Topsail Road 

P.O. Box 487 

Mount Pearl, Newfoundland 
A1N 2W4 

Telephone (709) 368-0118 
Fax (709) 368-3541 


Halifax 

Park Lane Terraces 

5657 Spring Garden Road 
Suite 200 

Halifax, Nova Scotia 

B3J 3R4 

Telephone (902) 492-4544 
Fax (902) 492-4540 


Fredericton 

500 Beaverbrook Court 
Fredericton, New Brunswick 
E3B 5X4 

Telephone (506) 459-2645 
Fax (506) 444-9419 


Alberta 


Calgary 

909-5th Avenue S. W. 
Calgary, Alberta 

T2P 3G5 

Telephone (403) 294-2100 
Fax (403) 237-8365 


Edmonton 

608 Oxford Tower 
10235-101 Street 
Edmonton, Alberta 

T5J 3G1 

Telephone (780) 426-1000 
Fax (780) 426-4131 


Manitoba 


Winnipeg 

SNC-Lavalin Engineers & 
Constructors Inc 

200 — 1600 Ness Avenue 
Madison Square 
Winnipeg, Manitoba 

R3J 3W7 

Telephone (204) 786-8080 
Fax (204) 786-7934 


British Columbia 


Vancouver 

1075 West Georgia Street 
18th Floor 

Vancouver, British Columbia 
V6E 3C9 

Telephone (604) 662-3555 
Fax (604) 662-7688 


Kilborn Engineering Pacific Ltd. 
Kilborn Building 

400-1380 Burrard Street 
Vancouver, British Columbia 
V6Z 2B7 

Telephone (604) 669-8811 
Fax (604) 669-0847 


United States 


Colorado 

SNC-Lavalin America Inc. 
5775 DTC Blvd. 

Suite 200 

Englewood, Colorado 
80111-3227, U.S.A. 
Telephone (303) 689-9144 
Fax (303) 689-9148 


Washington, D.C. 

1775 | Street N.W. 

Suite 600 

Washington, D.C. 

20006, U.S.A. 

Telephone (202) 293-7601 
Fax (202) 887-7018 


Europe 


Belgium 

S.A. SNC-Lavalin Europe N.V. 
S.A. Coppee-Courtoy N.V. 
Avenue Louise 251 

B-1050 Bruxelles, Belgique 
Telephone (322) 643.17.11 
Fax (322) 647.74.35 

Telex B 21139 CORUBX 


France 

Pingat Ingénierie S.A. 

16, cours J.B. Langlet 

B.P. 2095 

51073 Reims, Cedex 

France 

Telephone (33 3) 26.77.60.00 
Fax (33 3) 26.77.61.70 


23, rue Vernet 

75008 Paris 

France 

Telephone (331) 47.20.83.88 
Fax (331) 40.70.09.47 


United Kingdom 
SNC-Lavalin Europe Limited 
Wettern House, 

56 Dingwall Road 

Croydon, Surrey CRO OXH 
United Kingdom 

Telephone (44181) 649.82.28 
Fax (44181) 649.83.38 


Latin America 


Africa 


Middle East 


Brazil 

Rua Tenante Negrao, 166 

7° andar, Itaim Bibi 

Sao Paulo — SP 

04530-030, Brasil 
Telephone (5511) 3820-7197 
Fax (5511) 3849-4152 


Chile 

2343 Luis Uribe 

Nufioa 

Santiago, Chile 
Telephone (562) 341-4546 
Fax (562) 341-5960 


Haiti 

29, rue Ogé 

Boite postale 15427 PV 
Pétion-Ville, Haiti 
Telephone (509) 257.17.46 
Fax (509) 256.07.39 


Honduras 

Edificio Galerias La Paz 
Ave. La Paz 

Oficina No. 313-315, Piso 3 
Tegucigalpa, M.D.C., 
Honduras, C.A. 

Telephone (504) 220-4393 
Fax (504) 220-4394 


Mexico 

Lope de Vega No. 117 
Despacho 1001 

Col. Polanco Chapultepec 
Mexico D.F. 

C.Pa1570 

Telephone (525) 531-5628 
Fax (525) 545-1533 


Peru 

Calle Mariano de los Santos 183 
Oficina 301 

San Isidro, Lima 27 

Peru 

Telephone (511) 222-6502 

Fax (511) 222-6503 


Venezuela 

Ave. Francisco de Miranda 
Torre Centro Lido 

Piso 12, 

Oficina 125-A-Chacaito 
Caracas, Venezuela 
Telephone (582) 953-5304 
Fax (582) 953-0427 


Algeria 

SNC-Lavalin Maghreb S.A.R.L. 
B.P. 274 Hydra 

Alger, Algérie 

Telephone (2132) 50.76.15 
Fax (2132) 50.76.55 


Cameroon 

B.P. 6111 

Yaoundé, Cameroun 
Telephone (237) 20.01.83 
Fax (237) 21.07.80 


Ivory Coast 

08 B.P. 29 

Abidjan 08 

Céte d'Ivoire 

Telephone (225.22) 42.14.23 
Fax (225.22) 42.44.44 


Egypt 

Cairo World Trade Center 
Office Tower, 13th Floor 
1191 Corniche El Nil 

Cairo (Boulaq) Egypt 
Telephone (20.2) 577-7962 
Fax (20.2) 577-7967 


Kenya 

Museum Hill House, 2nd Floor 
P.O. Box 48340 

Nairobi, Kenya 

Telephone (2542) 74.50.71 
Fax (2542) 75.03.94 


Libya 

Anbasibn Malek Street 
Garyounes Area 

P.O.Box 9404 

Benghazi — S.P.L.A.J., Libya 
Telephone (218) 61.22.25.242 
Fax (218) 61.22.25.238 


Nigeria 

Sallion House (5th Floor) 

2 Ajose Adeogun Street 

P.O. Box 75280 

Victoria Island, Lagos, Nigeria 
Telephone (234.1) 774-3611 
Fax (234.1) 774-3611 


Tunisia 

80 bis, rue Palestine 

Tunis 1002 

Tunisie 

Telephone (2161) 79.76. 21 
Fax (2161) 79.68.64 
Société Tunisienne d'Etudes et de 
Réalisations (S.T.E.R.) 

2, rue Abdelaziz Thaalbi 
1004 El Menzah V 

Tunis, Tunisie 

Telephone (2161) 752-765 
Fax (2161) 767-530 

Telex TN 14740 STERE 


Saudi Arabia 

Saudi SNC-Lavalin Company 
Limited 

Fluor Daniel Arabia Office 
Complex 

P.O. BOX 30851 

Al Khobar 31952 

Kingdom of Saudi Arabia 
Telephone (9663) 882-9292 
Fax (9663) 882-5770 


Asia 


China 

601 China World Tower 
China World Trade Center 
No. 1, Jianguomenwai Ave. 
Beijing 100004, China 
Telephone (8610) 6505-1821 
Fax (8610) 6505-1823 


india 

“JA Annexe” 

54, Basant Lok 

Vasant Vihar, New Delhi 
India 110 057 

Telephone (91.11) 614.4723 
Fax (91.11) 614.2562 


8th Floor, Vasant 

Continental Hotel 

Vasant Vihar, New Delhi 

India 110 057 

Telephone (91.11) 615.3821/2 
Fax (91.11) 615.3823 


Indonesia 

Graha Aktiva, 

4th Floor, Suite 401 

J|.H.R. Rasuna Said 

Blok X-1, Kav.3 

Kuningan, Jakarta Selatan 12950 
Indonesia 

Telephone (6221) 520-3528/9 
Fax (6221) 520-3526 


PT. Kilborn Pakar Rekayasa 

The Garden Centre, Suite 6-06 
Cilandak Commercial Estate 
JIn. Raya KKO, Cilandak 
Jakarta 12560, Indonesia 
Telephone (6221) 789-0390 
Fax (6221) 789-0393 


Malaysia 

Letter Box 75 

10th Floor, MUI Plaza 

Jalan P. Ramlee 

50250 Kuala Lumpur, Malaysia 
Telephone (603) 206-6206 

Fax (603) 206-7206 


Philippines 

28 Sta. Maria Street 

Bo. Kapitolyo 

Pasig City 1603 

Metro Manilla, Philippines 
Telephone (632) 631-1187 
Fax (632) 631-2409 


Singapore 

8 Shenton Way 

# 35-02 Temasek Tower 
Singapore 068811 
Telephone (65) 227-4838 
Fax (65) 227-4836 


Taiwan 

3F, No. 367 Fu-Hsing N. Rd. 
Taipei, Taiwan R.O.C. 
Telephone (886-2) 2545-1663 
Fax (886-2) 2545-1659 


Thailand 

10th Floor, Suite 115 

Lake Rajada Office Complex 
193/37 Rachadapisek Road 
Bangkok 10110, Thailand 
Telephone (662) 264-0330/1 
Fax (662) 264-0329 


Vietnam 

Suite 430 

Binh Minh Hotel 

27 Ly Thai To Street 

Ha Noi, Vietnam 
Telephone (844) 825-1040 
Fax (844) 825-7725 


Eurasia 


Kazakhstan 

157 Abai Street 

7th floor 

Box 480009 

Almaty, Kazakhstan 
Telephone (732.72) 41 15 95 
Fax (732.72) 50 94 11 


Russia 

World Trade Center 
Krasnopresnenskaia Nab. 12 
Office 608 

Moscow, Russia 123610 
Telephone (7-095) 258-1186/7 
Fax (7-095) 258-1181 


Oceania 


Australia 

SNC-Lavalin Australia Pty Ltd. 
Level 9, 190 St-George’s Terrace 
Perth, W.A. 6000 

Australia 

Telephone (61.8) 93-21-3702 
Fax (61.8) 93-21-4660 
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QUARTERLY DATA 


(in thousands of dollars, except per-share amounts) 


1999 

ize ang sje 4tn Total 

Revenues 314,618 300,989 315,709 339,517 1,270,833 
Net income (loss) . 2 _ ae: 2 ean wy 
Excluding Highway 407 10,508 (14,555 _ eis 018% 11,450 49,526 
From Highway 407 - (4,782) 637 (9,077) (13,222) 
10,508 9,773 13,650 2,373 36,304 

Basic earnings per share eh 5 : = = —. A wee 
Excluding Highway 407 0.24 — 0.31 0.27 _ 024 1.06 
From Highway 407 - (0.10) 0.01 (0.19) (0.28) 
0.24 0.21 0.28 0.05 0.78 

Basic cash flow per share » Pag. 7 a =. -_ ae 
Excluding Highway 407 0.42 050 | 0.69 : 0.33 1.94 
From Highway 407 = (0.08) 0.12 0.04 0.08 
0.42 0.42 0.81 0.37 2.02 

1998 

1 zn oe 4" Total 

Revenues 372,460 373,869 398,077 363,133 1,507,539 
Netincome a an AB rete he as = iis 
Excluding hlguway 407 ae gS 0205 eee 17 US ae 
From Highway 407 - - - = = 
9,496 13,620 VUE 10,703 45,591 

Basic earnings per share _ = eee nm = Be: 
Excluding Highway 407-0 0.20 0275 W275 0.24 0.98 
From Highway 407 - - - - - 
0.20 0.29 0.25 0.24 0.98 

Basic cash flow per share .. Pt 77 } . 
Excluding Highway 407 0.35 0.46 0.44 0.20 1.45 
From Highway 407 = = = = = 
0.35 0.46 0.44 0.20 1.45 


EIGHT-YEAR STATISTICAL SUMMARY 


Years ended December 31 


(in thousands of dollars, except per-share amounts and number of shares) 


1999 1998 1997 1996 1995 1994 1998 1992 
REVeRNUES ee!) pr SEs wre ae eo =e ence. Sn ee 
_seivices ———S531,042 537,887 533,762 559,343 405,595 415,593 (516,863 622,104 
Packages —s——“<s ss 438,830 = 687,823 = 619,112 595,853 425,913 376,370 220,769 103,202 
Diversified 300,961 281,829 259,983 206,621 197,809 169,937 183,158 202,819 
1,270; 83S, DO/- 559 all 412,007 elon, oye O29) Sn, 961,900 920,790 928,125 
Grossmargin —S———«.—« 300,933 281,336 ~=—.270,424 =~ 259,248 += 205,920 206,477_~—S 223,687 ~—-207,120 
Administrative, marketing 
and other expenses 213,887 207,165 206,108 203,434 166,992 157,936 183,645 174,545 
Income before interest 
and taxes | 87,046 = 74,171 (64,316 55,814 _ 38,928 — 48,541 40,042 _ 32,575 
Interest (revenues) 
and capital taxes 25,172 4,031 3,370 (1,093) (10,008) 313 10,079 15,160 
Income before income 
peaxes — 61,874 70,140 ~— 60,946 56,907 — 48,936 47,228 29,963 17,415 
Income taxes 25,570 24,549 20,719 IDSA 17,618 19,897 S22. 8,106 
Net income (loss) ee @ eo) aioe, : ons ae eke aa ie : 
Excluding Highway 407 | 49,526 = 45,591 40,227 36,990 _ 31,318 DY S| 16,241 9,309 
From Highway 407 (13,222) - = - = - - - 
36,304 45,591 40,227 36,990 Spoils ZL SOM 16,241 9,309 
Earnings before interest, 
taxes, depreciation and 
OMMO ZATION: Pe Sok nt Bie 2 xe et Se ee tel ™ Rane . ali 
- Excluding Highway 407. 107,235 109,855 99,353 88,728 62,871 77,399 65,360 56,738 
From Highway 407 18,674 = = - - - ~ - 
125,909 109,855 99,353 88,728 62,871 77,399 65,360 56,738 
Basicearningspershare a 
Excluding Highway 407 1.06 0.98 © 0.84 0.79 0.67 0.58 0.36 0.21 
From Highway 407 (0.28) = = = = = = = 
0.78 0.98 0.84 0.79 0.67 0.58 0.36 0.21 
Basic cash flow per share _ a an ee 
Excluding Highway 407, 1.94 1.45 | 1.37 1.50 ee DAT 1.09 0.86 
From Highway 407 0.08 = = - ~ - - - 
2.02 1.45 1 ey! 1.50 E23 ez, 1.09 0.86 
Weighted average number 
of shares (in thousands) 46,628 46,560 48,083 46,711 46,838 46,833 45,081 43,881 
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EIGHT-YEAR STATISTICAL SUMMARY (CONTINUED) 


December 31 
(in thousands of dollars, except number of employees, per-share amounts and number of shares) 
1999 1998 1997 1996 1995 1994 1993 1992 
Number of employees 6,643 6,383 6,286 6,226 4,846 4,748 5,376 6,132 
Backlog 2,759,300 1,941,600 2,191,100 2,447,600 2,226,900 2,243,100 1,764,000 1,544,800 
Shareholders’ equity 357,913 317,823 318,294 237,670 231,814 220,808 195,394 171,028 
Book value per share 7.63 7.08 6.63 5c 5.07 4.69 4.18 3.89 
Return on weighted average 
shareholders’ equity = we = r? a 
Excluding Highway 407 14.2% 14.3% 13.5% | 14.9% 13.7% 13.2% s5 58.7 5.7% 
From Highway 407 (3.8%) - - - - - - - 
10.4% 14.3% 13.5% 14.9% 13.7% 13.2% 8.9% 5.7% 
Cash and cash equivalents, 
short-term investments 110,344 217,582 146,525 145,994 282,541 215,235 133,022 47,005 
Number of outstanding 
common shares 
(in thousands) 46,884 44,871 47,999 44,661 45,714 47,031 46,720 44,011 


Backlog figures for the diversified category now reflect the growing importance of concession-type activities. Backlog revenues are calculated on a five-year 
rolling basis where there are recurring revenues from such activities that are supported by signed contracts or concession agreements. Prior years’ comparative 
diversified backlog have been restated accordingly. 


INVESTOR AND SHAREHOLDER INFORMATION 


Share Information 

Listed: Toronto Stock Exchange Symbol: SNC 

Close on December 31, 1999: CAD $10.95 

Shares Outstanding at December 31, 1999: 46.9 million common shares 
Market Capitalization at December 31, 1999: CAD $513 million 


Dividends 


Dividends are payable quarterly on an indicated basis. On December 3, 1999, the Corporation paid a quarterly 


dividend of $0.06 per share to shareholders of record on November 19, 1999. This was the 41st consecutive 


quarterly dividend paid to shareholders. In 1999, the annual dividend increased 20% to $0.24 per share from 


the previous year. 


Share Split 
A three for one stock split occurred on May 30, 1996. 


Common Share Trading Activity 


1999 Share Volume High Low 
Fourth quarter mas 7 «6,081,000 — _ $11.40 $10.00 
Third quarter aus A Bas ee ae fant __ 3,731,000 — $12.55 $10.90 
Second quarter is : _ 5,456,000 _ $13.00 $11.25 
First quarter 4,831,000 $14.00 $11.50 
1998 

Fourth quarter eae aes pedis oe ___ 5,374,000 $11.70 $8.50 
Third quarter rer yer —_ 8,038,000 $11.95 $10.00 
Second quarter ones et pe ee ee 9 1,000 $14.25 $11.10 
First quarter 9,029,000 $14.95 $10.90 


Normal Course Issuer Bid 


Beginning in 1995S, a normal course issuer bid was implemented to purchase a prescribed maximum number 


of shares annually for cancellation on the open market. The program requires annual approval by the Board 


of Directors. The Company repurchased 2,669,000 shares during 1999. 
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CORPORATE INFORMATION 


Annual Meeting 
The Annual Shareholders’ Meeting will be 


held on Thursday, May 4, 2000 at 11:00 a.m. 


at the Queen Elizabeth Hotel, Grand Salon, 
900 René-Lévesque Blvd. West in Montréal. 


Head Office 

SNC-Lavalin Group Inc. 

455 René-Lévesque Blvd. West 
Montréal, Québec 

Canada H2Z1Z3 

Website: www.snc-lavalin.com 


investor Relations 

Donna K. Yoshimatsu 
Vice-President 

Montréal: (514) 393-1000 
Toronto: (416) 255-4055 


To receive additional copies of this report 
in English or French, or to be placed on 
our corporate mailing list, please contact 
(514) 393-1000, ext. 2121. 


Pour recevoir ce rapport en francais, 
s’adresser au : 

Service des Communications 
Groupe SNC-Lavalin inc. 

455, boul. René-Lévesque ouest 
Montréal (Québec) 

Canada H2Z1Z3 


Auditors 
Ernst & Young LLP 


Stock Exchange Listing 
Toronto 
(Symbol: SNC) 


Registrar and Transfer Agent 

For information on matters such as share 
transfers, dividend cheques and changes of 
address, inquiries should be directed to: 


Montreal Trust Company 
Micheline Talarico 
mtalarico@montrealtrust.com 
(514) 982-7180 
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The paper used in this annual report 


can be recycled. 
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@) SNC-LAVALIN 


Head Office 
455 René-Lévesque Blvd. West 


Montréal, Québec 
Canada H2Z 1Z3 


Tel. (514) 393-1000 
Fax (514) 866-0795 


www.snc-lavalin.com 


